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ANDHRA 


kjSplies of the District Board, Chitoor, to the Questionnaire and Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


-<uestioa 185 .—Do you consider that the system of local 
taxation in India is generally satisfactory and that 
the need for improvement is confined to matters of 
relative detail ? 

, Yes. 

If not, what in your view are its major defects ? To 
trihat extent are they related — 

(a) to the frame<vork — constitutional, legal, etc .— 
within which the system operates, or 

^.^(b) to the actual operation of the system ? 


Question 190 .—Is there failure to prevent the devolu¬ 
tion of unsuitable taxes ? In other words, are taxes 
allowed to be levied which are manifestly unsuitable 
for levy by the particular category of local bodies ? 
Please give instances. 

Nil. 

Question 191 .—Is there failure to make devolution suffi¬ 
ciently prompt and flexible ? For example : Is the 
procedure dilatory in actual practice ? Is specific 
approval insisted upon where general authorisation 
would do ? Are unnecessary conditions imposed on 
the power to levy ? Please give instances. 


' possible, please illustrate your reply by reference to 
the position as you know it in one or more States. 
What remedies would you suggest ? 

Nil. 

Question 186.— If the frame-work is defective is any part 
of its inadequacy traceable to the constitution, 
please explain your point of view in some detail. 

• In particular would you recommend the inclusion 
in the State List (from which all local taxes are 
derived) of any taxes which are particularly suitable 
as items of local taxation, but which do not now 
figure in that list ? Are some of these taxes al¬ 
together new taxes or are they included in the 
Union List ? 

NIL 

More specifically, have you any comment to make on the 
-'recommendation of the Local Finance Enquiry Com¬ 
mittee that " terminal taxes on goods or passengers, 
carried by railway, sea or air ” should be transferred 
from the Union List to the State List ? 

No. 

Question 187. —Arising from the foregoing question, what 
considerations would you take into account in judg¬ 
ing the suitability of a particular tax for purposes 
of local taxation ? In so far as a tax suitable in 
relation to one local body may not be suitable in 
relation to another, what characteristics of the local 
body itself, as a tax-authority, would you include 
among the considerations relevant for the assess¬ 
ment of suitability ? Please relate your answer to 
the different categories of local bodies, viz., 
broadly .• 

I. URBAN A. City Corporations. 

B. Municipalities (including Canton¬ 
ment Boards). 


H. RURAL 


C. Local Boards. 

D. Village Panchayats. 

Nil. 


Question 188 .—Assuming that the State List is, or can 
be made, adequate, is the frame-work defective in 
individual States in the sense that it . falls, at im¬ 
portant points, to ensure proper devolution, i.e , (in 
this context) proper transference of tax power from, 
the State List to local bodies ? If so, please answer * 
Questions 189 to 194 with reference to the actual 
arrangements for devolution (as they emerge from 
the sum-total of the relevant State laws, rules, ad¬ 
ministrative orders and administrative practices) in 
the particular State or States to which your com¬ 
ment relates. 

Nil. 


Nil. 

Question 192. —Is there failure to make devolution suffi¬ 
ciently diversified in relation to the capacity of 
particular local bodies to exercise particular powers 7 
Thus, do the legislation, regulation and administra¬ 
tion, taken together, show inadequate appreciation 
of the distinction between — 

(I) categories of local bodies: a tax-power which 
may be wholly unsuitable for one category 
may be very suitable for another, 

(ii) degrees of development among local bodies of 

the same category: e.g., a tax-power not suit¬ 
able for some village panchayats may be 
suitable for others. 

Please give instances. 

Nil. 

Question 193.—(a) In respect of individual taxes, does 
the devolution take sufficient account of the extent 
to which power‘may be transferred, e.g .— . 

(i) Power to decide whether or not to levy the tax; 

or 

(il) Power to decide the rate of levy of the tax: or 

(iii) power to assess the tax; or 

( iv) power to collect the tax; or 

(v) different combinations of the above. 

(b) In the same connection is adequate use made of the 
different conditions which may be attached to the 
powers mentioned above, e.g. — 

(i) condition making the levy of the tax compulsory 

at a stipulated Minimum Rate; 

(ii) condition that the rate of levy shall be subject 

to a stipulated Maximum; 

(iii) condition to ensure the relative independence 

of the assessing agency; and 

(iv) condition that a particular standard of collec¬ 

tion shall be maintained ? 

(c) With reference to particular taxes and particular 
categories of local bodies, please give instances. If 
any, illustrative of following :— 

(i) a power is withheld altogether, though a certain 
degree of power with, if necessary, certain 
conditions might be transferred; 

(H) the degree of power transferred might be higher 
or lower; and 

(lil) the conditions attached might be more restric¬ 
tive or lets restrictive. 


Question 189 .—Is there failure to provide for the de¬ 
volution of one or more suitable taxes upon an appro¬ 
priate category of local bodies ? If so, please give 
with reference to each such category, instances of 
taxes which it would be particularly suitable for 
that category to levy, but which for insufficient 
reasons, it is not empowered to levy. 


Nil. 

Question 194.—Is the devolution defective in that there 
are concurrent and overlapping powers exercisable 
by the State Government and the local body 7 
Please give instances and explain the disadvantages 
involved in actual practice. 
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Question 195.—(a) Is there, in your opinion, defective 
co-ordination — fiscal, administrative or other — 
between particular local taxes and allied State or 
Central Taxes ? Please give instances and point 
out the nature and order of the detrimental effect, 
V any, on the public or on trade, industry, etc. 
What remedies would you suggest ? 

(b) Does the lack of co-ordination, in any particular 
instances, result in unnecessary duplication of staff 
or other forms of wasteful administration 1 Does it 
lead to needless harassment of the tax-payer by 
different tax-agencies ? What remedies would uov 
suggest ? 

Nil. 

Question 196. —Apart from defect traceable to the Con¬ 
stitution (Question 186) or to the legal and other 
arrangements for devolution in individual States 
(Questions 188 to 194) or to inadequate co-ordination 
between the different tax-structures, Central, State 
and Local (Question 195), are there any other im¬ 
portant types of defects in the frame-work of the 
system ? Please give instances. What remedies 
would you suggest ? 

Nil. 

Question 197. —Have you any comments to made on the 
proportion borne by the tax-revenue of different 
categories of local bodies to — 

(i) Non-tax revenue other than grants-in-aid, and 

(ii) Grants-in-aid ? 

Nil. 

Question 198. —Do you consider that local bodies fail to 
make full use of the tax resources available to them ? 
Would you agree that they should use their powers 
of taxation fully before receiving further grants-in- 
aid as a means of addition to their resources ? 

No. The District Boards in the State of Madras levy 
and collect directly profession tax. There has been no 
failure to make use of the tax resources in this District. 

Question 199. —If it was necessary to equip local bodies 
with additional resources beyond their powers of 
taxation, which of the following alternatives would 
you prefer and why — 

(i) transfer of additional powers of taxation 

(ii) the assignment of a proportion of a tax or zaxes 

collected by the State Government, within the 
area of a local body, (a) with the local body 
exercising no responsibility in respect of the 
tax or taxes, (b) with the local body exercis¬ 
ing responsibility of different degrees (e.g., for 
assessment, collection, etc.) in respect of the 
tax or taxes ; 

(iii) Grants-in aid ? 

Please elaborate your answer with reference to the varti¬ 
cular taxes you have in view in regard to alter¬ 
natives (i) and (ii). 

1 would prefer the second alternations. The local 
bodies specially District Boards where jurisdiction ex¬ 
tends throughout a Revene District are 111 equipped for 
collecting taxes. There will be section of tax. The 
Revenue Department of Government is the best organised 
department for collecting revenue. 

So, in my opinion the assignment of taxes collected 
by the State Government within the area of the local 
body with the local body exercising no responsibility in 
respect of the tax is the best system. Assignment of a 
share in the following taxes is desirable: 

(a) Petrol tax. 

(b) Sales Tax. 

(c) Income Tax. 

(d) Excise Revenue. 

Grants-in-aid are also needed as the proportion of 
the taxes assigned is found in practice to be very in¬ 
adequate and not commensurate with the growing needs 
of the public. The District Board is not able to meet 
the minimum requirements at least in the fields of Edu¬ 
cation and medicine. 

Question 200 .—Since (a) lands under non-agricultural 
use. (b) buildings and (c) income from both these 
are subject to taxation by — 

(1) the Union—(section 9 of the income-tax Act), 


(2) the States—(non-agricultural assessment and, ir. 
some States, urban immovable property tax), 


(3) Local Bodies. 

It is sometimes contended that there is multiple taxation 
of the same source of income and that, in -<my case 
there is need for correlating these different taxes 
into a more rational system. Do you agree with this 
view ? If so, what scheme would you suggest for 
the purpose ? Would you suggest for the purpose 
adopt a uniform basis of valuation for all the taxes 
concerned, would Central, State and Local ’ What 
basis would you adopt; the capital value of the 
property or its annual rental value ? 

The District Boards are not levying property tax 
and service taxes. 

Uniform tax have to be levied on the annual rental 
value. 

Reply to Questions 201 to 207.— District Boards are 
not levying property tax and service taxes. 

Question 208. —Do you consider that the system of. l gcni 
fund cesses (viz., cesses on land revenue, collected 
by the revenue administration and handed over to 
local bodies) is satisfactory in its operation ? 

The present system of collection of cesses on land 
revenue by the revenue administration and adjustment 
to the local board is satisfactory. 

If not, what alterations, if any, would you suggest ? 
Please deal with local boards and village panchayats 
separately, and specify the individual State or States 
to which your reply relates. In particular: 

(i) (a) Are minimum and/or maximum rates of levy 
fatl laid down ? ■ - „ 

(b) Are they, in your opinion, either too high or too 
low ? 

At present the levy of land cess is at As. 2 per rupee 
of Land Revenue. The District Board gets 3/4 and the 
balance goes to the village panchayat. 

Education cess at As. 3 per rupee of Land Revenue is 
collected and adjusted to District Board funds. 

(b) Neither too high nor too low. 

iii) (a) To what extent are the cesses ear-marked 
for different purposes (e.g., road cess, educa¬ 
tion cess, etc.) ? 

(b) Would you extend or curtail the system of ear¬ 

marking ? 

(c) Should there be a general cess in addition to 

ear-marked cesses ? 

In what circumstances ? 

(a) Land cess is utilised for maintenance of roads, 
etc., and Education cess is ear-marked for the mainte¬ 
nance of Elementary Schools. 

(b) The present system of ear-marking may continue. 

(c) No. 

(iii) To what extent do suspensions and remissions 

of land revenue affect the collection of the 
cesses ? Have you any suggestions to make 
in this connection ? 

Remission in cesses affects the resources of the local 
body. The loss of income in this regard will have to be 
made good by the Government. 

In years of adverse seasonal conditions, specially, 
when wholesale remissions are granted, the revenue of 
local bodies are difficult. Hence, Government should 
make good the loss. 

(iv) Please deal with any special problems connect¬ 

ed with local fund cesses in — 

(a) Part B and Part C States; 

(b) areas in which zamindaries are newly abolish¬ 

ed. 

(a) Nil. 

(b) The Government will have to pay compensation 
for lo%s of revenue due to the abolition of zamindary. 
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Question 209.— Please state your views on the relative 
merits of octroi and, terminal tax, in one or more of 
the forms in which they prevail in different parts 
of the country, from the standpoint of — 

(i) the local body concerned, e.g., revenue derived 

and, m comparison with it, cost of collection, 
'ize and complexity of administration, scope 
- jor evasion, etc. 

(ii) The person who pays the tax; certainty as to 

amount payable and convenience of collection 
and 

(iii) the trade, the consumer, etc., incidence and 

effects of incidence in so far as these can be 
broadly assessed. 

Are octroi and terminal tax mutually exclusive systems, 
or would it be permissible and desirable, in certain 
circumstances, to combine the two systems ? 


Oti an examination of the relative merits of (a) octroi, 
terminal tax and (c) any desirable form of com¬ 
bination of the two, which particular alternative 
uiould you recommend for general adoption by local 
bodies ? Do any constitutional or legal difficulties 
Stand in the way of implementing your suggestions ? 


Question 210. —Does your examination lead to the con¬ 
clusion that both octroi and terminal taxes are un¬ 
suitable as farms of local taxation and should, there¬ 
fore, be abolished ? If so, what substitutes would 
you recommend ? Do you consider the suggestion 
that local bodies should be allowed to levy surcharges 
on sates tax feasible and desirable ? 


Question 211. —If your suggestions involve certain modi¬ 
fications in the prevailing forms of octroi or terminal 
tax, what are the changes you would recommend ? 


Question 212. —What rates of levy, exemptions, proce¬ 
dure for collection and for refunds and arrangements 
if any for “ bonding " would you suggest ? 


Question 213. —Should the basis of assessment for octroi 
be Ad Valorem or by weight, etc.? How would you 
provide against procedural delays and difficulties ? 


Question 214. —Would an extension of the nationalisation 
of motor transport make it possible to adopt a 
simpler and more effective system of terminal taxes 
on goods transported by road, ? 


f 5° m . aU Persons visiting pilgrim centres. The 
temple authorities may collect and adjust. 

Question 218. What are your views regarding the 
desirability and feasibility of a “poll tax'' as a 
form of local and/or State taxation? 

Ques l i ?5.. 219 - ^ J l ? ve you an V suggestions, not al- 
eadv converted by your previous answers (e.g., on 
motor vehicles taxation), to make regarding the levy 
j taxes on vehicles, animals and boats for purposes 
of local and/or State Taxation ? v 

™ T h l SUb v idy that i s being paid by the State Govern¬ 
ment «, be e p hai jced in consideration of the enhance- 
ment in tne rate of tax. 

(b) D ^rT„ OT1 f der , toIi , s a s t itable f° rm °f local and/or 
state Taxation? In what circumstances? 

Yes, on non-motor vehicles. 

Question 220.— The Local Finance Enquiry Committee 
recommends that the limit of Rs. 250 placed on pro- 
fession tax by the Constitution should be raised to 

tht 9° a F ee ? Would V™ recommend 

l h J. under adoption of profession tax by local bodies 
and/or State Governments ? Which categories ot 
?n C ?L b ° d J e i suftoMy levy it, and with what 
safeguards . Should the levy be compulsory in 
certain cases, and if so at what minimum level ? 
What modifications, if any, would you suggest in 
the prevailing forms of levy of this tax ? What 
steps would you take for its better correlation with 
income tax; from the point of view of incidence or 
for purposes of administration, etc. ? 

The limit of Rs. 250 may be raised to Rs. 1,000 as 
companies can afford to pay more. Further the collec¬ 
tions now made are not adequate to meet even the 
collection charges. For this purpose the half yearly 
tax payable on incomes over Rs. 6,000 per half year 
may be enhanced. No modifications are proposed in the 
prevailing form of levy. 

Question 221.— Certain local bodies/States levy a 
“ theatre tax ” (on each performance, e.g., each 
cinema show) under entry No. 33 of the State List. 
This is in addition to the entertainment duty levied 
by the State Government under entry No. 62 of the 
State List. What are your views on the suitability 
of this tax for more general adoption ? 

Local boards levy licence fees but not on each per¬ 
formance or each cinema show. 

Question 222. —Have you any suggestions to make re¬ 
garding the levy of betterment taxes by different 
categories of local bodies (e.g., by a municipality in 
connection with tax improvement) ? 


Question 223. —Have you any comments or suggestions 
to make on any items of local taxation not covered 
by the foregoing questions ? 


Question 215. —Have you any suggestions to make in 
regard to the better correlation of octroi or terminal 
tax with allied forms of State and Central Taxation 
such as sales tax, excises and customs ? 

Nil. 

Question 216.— Taxation on goods carried'by road is only 
one of the items covered by entry No. 56 
of the State List, viz., "taxes on goods and passengers 
carried by road or on inland waterways ”. Have 
you any comments or suggestions to make in regard 
- to the utilisation of this entry for purposes of local 
and/or State Taxation ? 

Nil. 

Question 217. —Should the “ pilgrim tax ” levied by 
certain local bodies be more widely adopted ? Do 
you consider that a suitable form of taxation on the 
floating population in the bigger cities can be 
devised ? 

Pilgrim Tax on persons travelling by Rail to the 
places of pilgrimage is being collected by the Railway 
Authorities and adjusted to the local boards. Pilgrim 
tax on persons travelling by buses plying to places of 
pilgrimage beyond a radius of 30 miles may be levied. 
There are two important places of pilgrimage in this 
District, viz., Tirupathi, and Tiruttani and most of the 
pilgrims go by buses also. At present pilgrim tax is 
collected only from persons travelling by train. It is 


Nil. 

Question 224. —Have you any general suggestions to 
make regarding the fuller utilisation of their tax 
resources by different categories of local bodies ? 

Nil. 

Question 225. —Have you any general suggestions to 
make regarding assessment and collection of taxes 
by different categories of local bodies with a view 
to making the administration in this respect more 
efficient and more economical ? 

Nil. 

Question 226. —What problems, if any, not covered by the 
foregoing questions, are special to part B States?. 
Please state how you would deal with them. 

Nil. 

Question 227. —Have you any comments not already 
covered by your answers, to make on the recom¬ 
mendations of the Local Finance Enquiry Committee 
in so far as they are relevant to local taxation ? 

No. 

Question 228. —Should provision be made for manual 
labour being contributed (a) as an additional tax or 
(b) in payment or part-payment of an existing tax, 
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to one or more categories of local bodies or to State 
Governments, in furtherance Of specific local develop¬ 
ment programme of the country ? What, in your 
view are the possibilities and vmplications of the 
suggestions ? 


In furtherance of specific items of local development, 
e.g., construction of roads, digging of wells which cater 
to the needs of individual villages, provision may be 
made for manual labour being contributed as an addi¬ 
tional tax. 


Reply to Q. Nos. 201 to 207.—District Boards are not levying Property 

Tax and Service Taxes. > 


. Brief summary of the law governing the Local Body, 
its constitution, administrative set-up and functions. 

_. Origin of Local Boards in the Madras State: 

The term “ LOCAL BOARDS ” is used in the Madras 
State in a restricted sense to denote the authorities 
exercising jurisdiction in matters of Local Government 
outside the Municipalities formed under the District 
Municipalities Act and the City of Madras. They are 
institutions concerned with the affairs of rural parts as 
distinguished from urban centres. Their duties “ cover 
most of the activities upon which the essential welfare 
of the country depends. They have the care of public 
Health and all circumstances upon which that health 
depends; they control elementary education; they con¬ 
struct and maintain local buildings and communications 
and they touch the life of the people at every point ”. 

Under the Local Fund Act of 1871 Circle Boards were 
established. The State controlled them in every respect, 
partly through legislation and to a greater extent through 
the rules and administrative orders of the Provincial 
Executive, the Governor-in-Council. The Governor-in- 
Council fixed the territorial limits within which a Circle 


The Executive authority of the District Board was 
vested in the President, who was generally the Collector 
of the District. But there was provision for the Govemor- 
in-Council to permit the Board to select President from 
among its members. By later amendment of the Act 
the Governor-in-Council was also authorised to nominate 
any member of the Board as its President. Every Board 
has also a Vice-President either nominated by the 
Governor-in-Council, or elected with his permission fey 
the Board from among its members. 


The constitution of the Taluk Boards was based more 
or less on the same lines. All the Revenue Divisional 
Officers were Ex-officio members of the Taluk Boards in 
, ar< : a ' , The Divisional Officer was also Ex-officio 
,^he Taluk Board, but there was provision 
fotf the President to be elected by the Board or nominated 
by*the Governor. The Vice-President also might ’dther 
be nominated or elected. 


The headman of the village was Ex-officio members , 
of the Union Panchayat Boards. The Chairman might 
be nominated by the Governor-in-Council or elected, 
when authorised to do so by the Panchayat itself. 


Board could exercise its jurisdiction and he had the 
power to modify those limits without consulting the 
Board. He appointed the members of the Board and 
could remove them from Office at any time. He also 
nominated the Vice-President while the District Collector 
was its Ex-officio President. The personnel of the Board 
was thus entirely under his control. The matters on 
which final discretion was allowed to them were few 
and unimportant. 

The dependence of the Boards on Provincial Govern¬ 
ment went to such extremes that even the Madras Local 
Self Government Committee of 1838 known for its 
reactionary views, was constrained to state thus “ There 
exists a Body of minute rules, 176 in number compiled 
by the Board of Revenue and prescribed by Government 
under the Local Fund Act in 1879. The powers left to 
the Local Fund Boards by these rules and by the orders 
and practice of the Government and the Board of 
Revenue, to whom the immediate superintendence of the 
Local Fund Administration has been delegated are com¬ 
paratively small and there is no doubt that the applica¬ 
tion of these rules, and the restraint imposed by the 
audit and the Accountant-General are fruitful sources 
or irritation and complaint on the part of the Local 
Board ", 

Between 1871 and 1884 the State exercised minutes 
control over the local boards, that all possible agencies, 
the. Legislature, the Governor-in-Council, the Board of 
Revenue, the District Collector and Official Members of 
the Boards were employed for this purpose and that all 
conceivable methods determining the personnel of the 
Boards, regulating their proceedings, insisting on Govern¬ 
mental approval for all the sections, audit, inspection 
were adopted to make the control comprehensive and 
effective. Under these circumstances the Boards had no 
opportunity of developing a sense of responsibility and 
were therefore not in a position to train the people of 
the country in the art of self-Government. 


From 1912-13, the Government permitted the election 
of members of Chairman in a few Union Boards. An 
election element was introduced in the Taluk Boards, 
and by 1917-18, it rose to two-thirds of the total strength. 
In 1911, permission was given to four Taluk BoardfLto 
elect the Presidents, and from 1912, non-officials wfere 
appointed Presidents, for several Taluk Boards. By 
1919-20, 64 out of the 98 Taluk Boards had non-official 
Presidents, thirteen of them being elected. By the 
year eleven out of twenty-five District Boards had' non- 
official Presidents, nominated by the Government and in 
most of them, the Vice-Presidents were also nominated 
non-officials. Events were therefore moving—though 
slowly—in the direction of the non-officials of the Local 
Boards. 


The pace however had to be quickened in consequence 
of the famous announcement made in August 20, 1917 
by the Secretary of State for India in the House of 
Commons. For the first time the British Nation was 
impressed with the force and strength of Indian agitation 
for the Self-Government. In pursuance of the announce¬ 
ment, Mr. Montague, the Secretary of State for India 
and Lord Chelmsford, the Viceroy, toured over the 
country and after making an elaborate personal enquiry, 
issued in 1918 their report on constitutional reforms. 

After the publication of the above report, the Govern¬ 
ment of India re-examined its programme and issued a 
resolution in 1918. The resolution declared that (1) 
there should be substantially elected majorities in all 
Boards and that the proportion of nominated members 
on them should not exceed one-fourth; (2) the systspa 
of nomination should be retained only to secure the 
necessary ‘ representation of minorities ’; (3) a few 
officials might be nominated as expert advisers without 
a vote; (4) the franchise should be sufficiently repre¬ 
sentatives of the general body of ratepayers and Chair¬ 
man should be non-officials—preferably, elected. 


Until the passing of the Local Boards Act of 1884 
the Circle Board alone continued to be the one adminis¬ 
trative area in the rural tracts. There were no other 
units higher or lower than this. 

The principle that the constitution of local boards 
should be changed with a view to make them institutions 
of local self-government, was formulated clearly in the 
famous resolution issued by Lord Ripon in 1882. It 
advocated the extension of Local Self-Government 
primarily as an instrument of political and popular 
education. It also pointed out that the task of adminis¬ 
tration was becoming more onerous as the country 
progressed in civilisation and material prosperity; that 
the burden laid on local officers was consequently grow¬ 
ing heavier and heavier and that relief could come to 
them only by inducing the people themselves to under¬ 
take the management of their own affairs and develop¬ 
ing in them a capacity for self-help. 

Under the Local Boards Act of 1884, these grades 
of local authorities were set-up—The District Boards, 
the Taluk Boards and the Union Panchayats. 


The result was the passing of the Local Boards Act 
and the Village Panchayat Act of 1920. The relevant 
features of this act are briefly summarised. (1) In the 
first place, the Official block was completely removed 
from the Local Boards. The Collector and the Divisional 
Officers ceased to be ex-officio members. Government 
Officials with the exception of village headmen were 
debarred from standing for election to them. Complete 
non-officialisation was thus secured. (2) In the second 
place the elective principle won a substantial triumph. 

The Official influence in the nomination of the 
members to the Union Panchayats and Taluk Boards 
was removed, as the power of nomination was transfer¬ 
red to the Presidents of Taluk Boards and District 
Boards. The Provincial Government retained only the 
power to nominate few members to the District Board. 
And since under the new constitution, Local Self-Govern¬ 
ment was a transferred subject, controlled by Ministers, 
the power of nomination was in their hands and not in 
the hands of the permanent Civil Service. 
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Under the emended Act of 1930, Local Boards were 
made wholly elective. They were also given the privi¬ 
lege of electing their Presidents. And with the object 
of introducing greater harmony between Boards and 
their executive, provision was made for moving and 
passing resolution of ‘ non-confidence ’ on Presidents 
Vice-Presidents leading to their removal from office. 

.strict Boards worked on this basis for a period of 
four years. In 1934, however, an amendment was intro¬ 
duced into the Act, which provided for the abolition of 
Talqk Boards and for the establishment, if necessary of 
more than one District Board in each Revenue District, 
and constitute the bifurcated Boards with the addition 
of a nominated element during the period of transition. 

It was to undo the mischief regulating from the abuse 

power, that the Congress Ministry, once more amend¬ 
ed the Act, as a consequence of which, the power of the 
Provincial Government to introduce any nominated 
element into the bifurcated boards was taken away. 

2. Revenue and Capital budget of the Local Body, 
changes in budgetary position: changes in pattern of 
^inc ome and pattern of expenditure : explanation of 
^changes : " Development ” programme and expenditure 
thereon. If any. 

The main source of income of the District Board is 
from Land and Education Cesses. There has been 
decrease in receipt under Land and Cesses due to the 


abolition of Zemindari which is |rd of the extent o. 
this District. As the expenditure has increased con¬ 
siderably due to the formation of new Roads, opening 
of Secondary Schools, Dispensaries and Maternity 
Centres in the interior villages and the Boards are not 
able to discharge their primary functions of Rural 
Development satisfactorily. 

3. Relative importance of (i) revenue derived from 
area levied by the Local Body. 

Land cess at annas 2 per rupee of Land Revenue since 
1946-47 is collected by the Revenue Authorities. 3/4th 
of the collection under Land Cess is adjusted to District 
Boards and the balance to the Village Panchayats. 
Education cess at annas 3 per rupee of Land Revenue 
is collected and adjusted. 

Prior to 1946-47 Land cess at annas 14 per rupee of 
Land Revenue was collected and the District Board 
was getting 2/3rd and the balance was credited to 
Village Panchayats. (Vide reply to Question 208 and 
of Annexure B.) 

The District Board levies profession tax and collects 
directly since 1947-48. The collections now made are 
not adequate to meet even the collection charges. 

At present the maximum rate as per Article 276(2) 
of the Constitution of India as detailed below are levied: 


Half-yearly income. 
Class. Rs. 


I 

More than 

15,000 


II 

do. 

12,000 

but not more than 

IH 

do. 

9,000 

do. 

IV 

do. 

6,000 

do. 

V 

do. 

4,800 

do. 

VI 

do. 

3,000 

do. 

VII 

do. 

1,800 

do. 

VIII 

do. 

1,200 

do. 

IX 

do. 

600 

do. 

X 

do. 

300 

do. 


(ii) Share of revenue from specific taxes levied and 
collected by the State Governments. 

The Government pay annually a sum of Rs. 50,581 and 
Rs. 74.000 towards compensation for loss of income under 
Motor Vehicle Taxation Act and abolition of Tools since 
1931. 

Besides the above 90 per cent, of the collections 
under Entertainment Tax and surcharge on transfer of 
property are adjusted to District Boards and the balance 
of 10 per cent, credited to State Funds' towards collec¬ 
tion charges. 

(iii) Grants-in-aid from the State Government. 

The Government sanction l/3rd the net expenditure 
on Secondary Education, 10 per cent, contribution on the 
pay of the Medical Officers of the Local Fund Dispensary 
at Filar and half the maintenance charges of the Local' 
Fund Dispensary at Pallipat. Besides these l/4th the 
net maintenance charges of the Maternity and Child 
Welfare Centres are being paid as grant. 

(iv) Other “ non-tax revenue" of the Local Body 
(e.g., income from fees); individual components of “ other 
non-tax revenue ” and their relative importances; in 
particular the relative importance of commercial, 
transport and other undertakings, if any, run by the 
Local Body. 

The Board levies fees on Dangerous and Offensive 
trades besides leasing the right of collection of fees in 
Markets and Bus Stands as per the rates of fees prescrib¬ 
ed by the District Board. 

School fee at Rs. 3 per instalment per pupil studying 
in form I to III and Rs. 5-12-0 per pupil per instalment 
of forms IV to VI. 

4. Principal taxes levied; trends in revenue from 
principal taxes; explanation of trends and indication of 
prospects. 


Maximum half-yearly Tax. 


Rs. Rs. 

125 

15,000 100 

12,000 75 

9,000 50 

6,000 25 

4.800 12 

3,000 0 

1.800 4 

1,200 2 

600 1 


Boards. Due to the constitution of village panchayats 
there is likely to be a decrease in income under the 
above heads. 

5. Efforts, if any, at different periods, to increase tax- 
revenue by imposing new taxes or increasing the rates 
of old ones; new or increased taxes for financing 
development, for meeting debt charges, for balancing 
budget, etc., changes from time to time in such taxes; 
if new taxes or higher rates of existing taxes were con¬ 
sidered but dropped, when and in what circumstances 
they were considered and why they were dropped. 

No efforts were made either to alter the present rate 
of taxation or to impose new taxes. 

6. Appraisal of prospects in the matter of increasing 
the present level of tax-revenue; extent to which and 
the general reasons, if any, for not utilising available tax 
resources to the fullest extent; whether State legislation 
and rules thereunder, or the policies and practices of 
the State Government hinder in any way the full utilisa¬ 
tion of suitable tax^resources; and if so, in what manner 
and to what extent. 

The available tax resources are being utilised fully 
and there are no proposals for increasing them. 

7. Administration by the Local Body of its tax system 
generally ; broad features of administration in respect 
of the following: 

(i) Set-up at different levels. 

This District Board is levying only the profession tax 
in the non-panchayat and non-municipal areas. The 
profession tax was introduced in place of tax on 
companies. To afford the District Board to levy uniform 
tax on income arising from the exercise of professions 
or calling or the transaction of business, the companies 
tax was deleted since 1929 as per the recommendations 
of the Select Committee. 


The District Board levies profession tax since 1947-48 (ii) Assessment. 

(for details see reply for para. 7 below). Entertainment 

tax is being collected by the State Government and The profession tax is levied as per the rates (detailed 

90 per cent, of the collections is adjusted to fee Local below) prescribed in G. O. No. 840 Local Administration, - 
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dated 12th April 1950 on incomes arising from the business, 

exercise of profession or callings or the transaction of Act. 


vide section 93 of the Madras District Boards 


Class. 


Half-yearly 

income. 




Rs. 


Rs. 

I 

More than 

15.000 


15,000 

H 

do. 

12,000 but not 

more than 

III 

do. 

9,000 

do. 

12,000 

IV 

do. 

6,000 

do. 

9,000 

V 

do. 

4,800 

do. 

6,000 

VI 

do. 

3,000 

do. 

4,800 

VII 

do. 

1,800 

do. 

3,000 

VIII 

do. 

1,200 

do. 

1,800 

IX 

do. 

600 

do. 

1,200 

X 

do. 

300 

do. 

600 


(iii) Appeal and revision. 

The number of appeals preferred is very low. The 
appeals preferred should satisfy the conditions prescrib¬ 
ed in rule 28 of the Schedule IV of the Madras District 
Boards Act. Before the grant of revision the accounts 
of an assessee are being verified. 

(iv) Collection. 

A demand notice is issued to pay the profession tax 
noted therein within 15 days on pain of issuing a 
warrant If he fails to pay within the said time,' a 
distraint warrant is issued and the tax due is realised 
after selling the movable properties distrained. If 
distraint is impracticable, the tax due is realised by 
prosecuting the defaulter before a Magistrate, vide rules 
33, 34, 36 and 37 of Schedule IV of the Madras District 
Boards Act, 1920. 

Since there is no sufficient collecting staff and since 
Licence Inspectors are in-charge of two taluks and the 
extent of area is vast the efficiency in assessment and 
collection falls down. If bill collectors are given to 
assist the Licence Inspectors for assessing and collecting 
the profession taxes the efficiency may improve. The 
assistance of the village officers is also desirable for 
assessment and collection of taxes in the villages. 


Rates or Tax to be levied Half-Yearly. 

Maximum half-yearly tax. 

Rs. 

123. 

100 
75 
50 
25 
12 
6 
4 
2 
1 

8. Tax evasion and tax avoidance generally; broad 
appraisal of the magnitude of such evasion or avoidance 
and of the techniques adopted by those who evade or 
avoid ; counter-measures, if any taken to prevent evasion 
or avoidance. 

Due to lack of information, regarding the income of 
the person, correct address, etc., in time, certain persons 
escape from the assessment. For instance a person who 
actually earns income by trading in agricultural pcaggagfe 
when assessed states that the produce is from his own 
lands which is not liable for assessment. Again an 
assessee from whom tax is due leaves the village and his 
whereabouts unknown. So much so the tax levied is 
being written off. These things can be avoided if the 
assistance of the Revenue Department especially village 
munsiffs is given. 

9. Any other points of importance in connection with 
the taxation of the Local Body. 

Nil. 

10. Finally, please furnish with Memorandum and 
a statement in the form appended to this Annexurecon- 
taining certain data on the finances of your LocaDBSSfe. 


STATEMENT SHOWING THE INCOME AND EXPENDITURE OF THE LOCAL BODY. 


Details 


Particulars for 

A _ 


1948-49 


1949-50 


1960-51 


1951-62 


1952-53 


A .—General Information — 


1. Population.. 

1,632,497 

1,632,497 

1,632,497 

1,632,497 

1,632,497 


Rs wa 

Rs. 

Rs. 

Rs. 

Rs. 

2. Total inoome from all souroes ..... 

3. Per capital incidence of inoome from taxes 

9,94,140 
Rs. A. > . 

0 5 1 

14,54,843 
Rs. A. P. 

0 4 6 

14,09,407 
Rs. A. P. 

0 4 4 

10,61,753 
Rs. A. P. 

0 3 5 

15,39,735 

Rs. a. r- 
0 6 3 

—Details of Income — 






1. Tax—Revenue— 

(i) General Property tax (Tax on houses and lands) 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

(ii) “Service” Taxes (Water, lighting, drainage, conser¬ 
vancy, etc.). 






(iii) Local Fund Cesses— 






(a) Land Cess. 

2,17,840 

1,96,959 

3,86,643 

16,837 

4,67,634 

( b ) End. Cess ....... 

2,69,644 

2,39,160 

2,43,381 

4,18,287 

4,81,922 

(iv) Octroi and Tormina! Taxes ..... 


To be shown separately. 



(v) Tolls ... ..... 

•• 

• . 

. . 

• • 

.. 

(vi) Taxes on goods and passengers carried by road or inland 
■water-ways. 


•• 

•• 

•• 


(vii) Taxes on vehicles, animals and boats 

• • 

• . 

• . 

. • 

• • 

(viii) Profession Tax ....... 

3,298 

6,094 

7,867 

7,743 

7,527 

(ix) Theatre Tax ....... 

(x) Entertainment Tax. 

(xi) Town improvement and betterment taxes 

9,497 

6,777 

4,261 

1,717 

4,459 

(xii) Other taxes, oesses and rates .... 


To be specified separately. 


Total 

6,00,279 

4,47,990 

8,42,152 

4,44,584 

9,61,542 




STATEMENT SEOWING IH&INCOME AND EXPENDITURE OF LOCAL BODY—oontd. 


Details 




Particulars 

for 



1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

L. .L*uii-tax Revenue — ■*-_ . 

(a) Grants from Government— 

(i) For Roads and buildings 


Rs. 

Rs. 




‘vfc**!H***- 

(t*) For Education other than Ele. 
Secondary Schools . 

. 

35,816 

99,935 

1,07,934 

1,03,878 

1,27,470 

(»«») For Medical and Publio Realty 

. 

3,344 

7,594! 

4,906 

8,246 

11,992 

fie) For other purposes . 



j 

1,25,000 


9,78,933 

Surcharge on transfer of property 

\ 

2,70,471 

2,15,946 

1,91,481 

2,30,221 

1,12,092 

Compensation for loss of bus licence 

50,581 

50^81 

60,581 

60,581 

50,581 

Toll Compensation grant . 

. 

74,<fc0 

74,000 

/ 

74,000 

74,000 

74,000 


Total 

4,34,212 

4,48,016 

6,53,902 

4,66,926 

5,56,068 

(6) Fees, Fines etc. 


2,535 

4,968 

985 

491 

550 

Warrant and distraint fees 

• 

40 

22 

m 

27 

10 

76 

(o) Miscellaneous— 

Secondary School Fees . , 


1,99,062 

2,39,782 

3,16,164 

3,72,598 

3,76,321 

Fees for Fairs .... 

• . • 

fS3®IX 821 

1,177 

542 

883 

385 

Lioence Fees .... 

• • • 

48,296 

49,393 

51,669 

37,463 

28,626 

Market Fees .... 


26,582 

30,222 

30,939 

40,062 

36,336 

Fishery rents .... 


3,564 

1,186 

4,608 

2,252 

1,346 

Bus Stand Fees .... 

• • • 

.. 



•• 

82 

Sale of tree produce . . . 

• • • 

6,680 

8,696 

4,714 

3,464 

2,302 

Total . 

2,86,569 

3,35,446 

4,09,638 

4,57,213 

4,46,924 

GRAND TOTAL . 

12,21,060 

12,31,462 

16,05,692 

13,68,723 

19,62,534 

Grand Total excluding Execution Cess 

. 

9,51,Sis 

9,92,292 

13,62,311 

9,50,436 

14,80,612 

— Details of Expenditure — 

(i) Administration ..... 

. 

1,43,910 

1,22,006 

1,49,908 

1,13,902 

1,49,564 

(ii) Service (Water supply, drainage conservation, lighting 

> • • 

. , 

, . 

, , 


eto.). 

(iii) Medioal and Publio Health 

. 

1,73,171 

1,53,251 

2,00,376 

2,17,461 

2,46,054 

(iv) Roads and buildings .... 

. 

4,02,734 

3,84,869 

5,61,926 

2,61,976 

3,21.518 

(») Eduoation other than Ele. Sec. Schools 

. 

3,75,634 

4,10,736 

5,06,374 

6,33,246 

7,22,060 

(in) Remunerative Enterprises . 

. 

4,771 

13,455 

14,862 

16,015 

20,681 


Total 

11,00,220 

10,94,316 

14,23,436 

12,31,600 

14,58,877 


Annexure B. 


1. Taxes on advertisements other than these appear¬ 
ing in newspapers. 

The District Boards do not levy any such tax. 

2. General Property Tax and “ Service ” Taxes. 

The District Boards do not levy any such tax. 

3. Local Fund Cesses. 

Land cess at annas 2 and Education cess at annas 3 
per rupee of Land Revenue are levied. The cesses are 
collected by the revenue authorities and credited to 
Local Boards Three-fourths of the collections under 
Land Cess is adjusted to District Board and the balance 
to Village Panchayats. The entire collections under 
Education Cess are credited to District Board Funds 


which is ear-marked for the maintenance of Elementar 
Schools. 

Due to abolition of Zemindari there is fall in incom 
under cesses. The extent to which the revenue is affect¬ 
ed cannot be estimated as final figures have not been fur¬ 
nished by the Revenue Department. 

4. Octroi and Terminal Taxes. . 

No such taxes are levied by the District Board. 

5. Taxes on goods and passengers carried by Road c 
on inland waterways. 

No such taxes are levied by the District Board 

6. Pilgrim Tax. 

Pilgrim tax on persons travelling by rail to the places 
of pilgrimage, i.e., Tirupati, Kalahasti and Tiruttani is 











A 


being; levied. It Is 
and adjusted to 


by the Railway authorities 
Boards. 


The District Boardjgets 10 per canfc-aof the collections 
in Txrupati Centre. The ..entire coBeSions at Kalahasti 
centre is adjusted to- Htafrict Board as it is utilised for 
repayment of the debt iter construction of the Bridge. 
60 per cent, of the collections at KdMiitewSa 
over Rs. 3,000 is credited ^ ieiwf t aitr ~Pmbhayat. 

is credited to the 



travdl bv bus as wall, pilgrim 
ig by buses paying to 
a radius of 3(F itiil&g may be levied. 


7. Tax on floating population in bigg 


8. Poll Tax. ^ 

This may be included in the list of Staite taxation 

9. Taxes on vehicles, animals and boats. \ 

This is not levied by this District Board. 

• 10. Tolls. 

The District Boards were levying tolls till 1830-31 
and toll gates were abolished from 1931-32 duo to the 
introduction of Motor Vehicle Taxation Act. The 
Government pay an annual subsidy of Rs. 74,000 towards 
loss of income under tolls. ». 


The income derived 
sufficient. 


Madras District Board* Act the 
exempted the Board,«sJ Elements 
payment of profession tax since 


profession tax is not 



ygt asgsse e-tn da chas; 
'er «ad_-2l( 
half-year 


The numb 
assessed the 
•> state fu. 

isnotedx belov __ 

FOR THfr -'ENDED 30Wt SEPTEMBER 


ion 111 of the 
-•let Board hai 
ichool Masters fjVrP*" 
“ tober 1951 

r . ital income 
r jeipts pertaining to 
30th September 1952 


iasi 


C-ass. No. Of aaoesseea TotaTTncome as- Total tax as- 
m each *sessed in each class. cessed in 

1 , each class. 

Rs. Rs, 


l 

1 

II 

Nil 

III 

4 

rv 

5 

V 

2 

VI 

12 

VII 

50 

Til 

62 

IX 

471 

X 

1,616 


2,223 

12. 

Theatre Tax. 


20,000 

Nil 

81,050 

30,500 

9,800 

44,680 

10,600 

83,800 

2,89,664 

5,07,156 

10,37,256 


125 

Nil 

300 

250 

50 



248 

342 

1,516 

3,975 


The District Boards do not levy theatre tax. 


11 Profession Tax. 


13. Town Improvement and other “ betterment 


Profession tax is levied since 1947-48. Tax at differ¬ 
ent rates for different States as fixed by the State 
Government. In consideration of the maximum rate 
provided'in Article 276(2) of the Constitution of India, 
profession tax is being assessed at the revised rates 
fixed by the State Government. 


Nil. 

14. Other taxes not covered by the above. 
Nil. 




Replies of the Municipal Council, Masulipatnam, to the Questionnaire and Sup¬ 
plementary Questionnaire of the Taxation Enquiry Commission. 


part vi.—local taxation. 

Question 185-A.—The Defect is both constitutional 
and operational. 

Question 186 to 189 and 190 to 194.—I agree that 
item 89 of Union list should be transferred to State list, 
and that along with items 49, 50, 52, 53, 56, 57, 
58, 59, 60, 61 and 62 should toe specifically allotted and 
earmared to be exploited by Local Bodies subject to 
general supervision of State Governments. In this res¬ 
pect, the scheme of taxation and devolution of powers 
adopted by Madras District Municipalities Act, is more 
progressive and elastic than in other States and I suggest 
adoption of the same both with regard to powers of 
taxation and the safeguards against abuse. I would 
only add that Tax on advertisements and Tax on timber 
levied by the Madras corporation under city Municipal 
Act, may also be levied by municipalities, who may be 
vested with this power. 

Municipal Boards and District Boards in Uttar 
Pradesh, Bihar, Orissa have no liberty to levy taxes. 
In other States sanction of Govt, is necessary which is 
not freely given. The provisions regarding control 
should be made more flexible and the local boards 
should have absolute discretion to levy or enhance rates 
and duties, subject to general supervision of Govern¬ 
ment. 


Question J97.—None, except to observe that Muni¬ 
cipalities should have opportunity and encouragement 
to develop non-tax revenue sources such as distribution 
of electricity, bus, tram and trolly services, provision 
of entertainments, etc. 

(ii) Grants-in-aid are pitifully inadequate in almost 
all States. Local bodies are fulfilling certain functions 
of the State as for instance providing compulsory pri¬ 
mary education (Art. 47), Maternity relief (Art. 42), im¬ 
provement of living conditions (Art. 43), the raising of 
the level of nutrition and standard of living of the 
people and improvement of public Health (Art. 41) 
which are some of the primary duties of the State, under 
the Directive principles contained in part IV of the con¬ 
stitution Act. A scientific method of grants-in-aid 
should be devised as is done in England and other 
western countries. In parts III and IV of the constitu 
tion, the term “STATE” includes “Local authority 
(Art. 12 and 36) and while fulfilling the functions oi 
State, they need the resources adequate for the purpose 

Question 198.—Yes—at any rate in some of the 
States—Yes. 

Question 199.—I would prefer alternative (ii) anc 
(iii) in conjunction with alternative (i) under which : 
include all taxable items enumerated in reply to Ques¬ 
tion 186 supra. 


The Govt, should have power to compel any body 
to levy or enhance taxation and to propose and levy 
tax at a justifiable rate, if the local body comits default. 
Subject to this reservation the local bodies should have 
full autonomy and power and prescription of maximum 
minimum rates are to my mind, unnecessary. 

Competition of State Governments in the items allot- 
ed to local bodies is both injust and improper. The levy 
of urban immovable property tax on a wide scale in 
Punjab, and in limited areas in Bombay are instances 
in point. To avoid this overlapping, constitutional safe¬ 
guards should be provided for exclusive exploitation of 
specified tax items by local bodies as was done by sche¬ 
dule Taxes Rules prior to 1935 Act. 

Question 195 and 196.—None to my knowledge. 


(ii) On the same principle that the State Govern¬ 
ments are getting a share of Income tax and Excess pro¬ 
fits tax receipts, etc., from the Central Government, I 
would urge that the State Governments in turn should 
pay a defined share not only in such taxes levied in 
urban areas, but also a share - in sales tax, tobacco tax 
and other Excise duties in lieu of the amounts collected 
within the urban areas, to the municipalities and 
corporations. 


Madras State is already paying over 90 per cent, of 
the entertainment tax collected by it to municipalities 
and retaining 10 per cent, towards collection charges 

T hlc £> I s Actual collection chargee 

should be deducted. Similarly surcharge on stamp 
duty is also levied and paid to local bodies. This prin¬ 
ciple may be extended to other States. P 
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In Madras State, the MunMMfitles were levying 
Tolls upto 1931 and this was jflG of their main sources 
of Revenue. In 1931, th^pror Vehicles Taxation Act 
was amended by whiewlous were abolished and the 
Government themsehnfcfr took over the power of taxing 
motor vehicles. In lieu of tolls a recurring provision for 
compensation to the municipalities was made under 
which x^ch municipality gets a fixed amount as grant 
calculation the basis of average annual income for the 
three years prior to 1931 (s. 10 of Madras Motor Vehicles 
Taxation Act). Over twenty years have-now elapsed and 
not only the number of vehicles entering the Municipal 
limits and using the roads have increased, but the rates 
of taxation has also been enhanced, 'Hit the municipali¬ 
ties get only the fixed compensation determined in th* 
year 1931 on the basis set out above. This-** extremely 
unjust, and the Act should be amende^ 'hr-brin« it in 
line with the changed conditions and t? I P a ^ e thecc m- 
pensation flexible and proportionate to rece£<<IHP' 
motor veihcles. . 

Similarly, in the case of Elementary BciPr atl< \' > ■ ' 

there are certain obvious inequities which -***•*— 

rected. V 

J , (b) Before the year 1920, the State Government 
tws shouldering the entire burden of Elemental Educa¬ 
tion with the passing of the Elementary Educat!° n Act 
1920, this burden has been shifted on to the shoiff ders of 
the local bodies, and the Government undertook V® P 8 ^ 
as recurring annual grant, any expenditure that w£? ° e " 
ing incurred by them uptil then. Since compute 17 
Education was to be introduced in urban areas uflder 
the Act, the Government also undertook by S. 37 tlK ir 
Hability to pay each local body an amount equal to th 
Education tax collected by such body. Education taJ 
shall under the scheme of the Act in no case exceed 2 
per cent, of general taxation. 

But in 1941 an amending Act was passed by which, 
the obligation of the Government was limited to the 
amount paid by then on the date of passing the Amend¬ 
ing Act, and no further obligation rested with them to 
pay an amount equal to the tax collected by the Local 
body. Elementary Education has taken stupendous 
strides after 1941 and the proceeds of Education tax 
levied by local bodies has tripled but the Government 
continue to paying the grant, paid by them in 1941 and 
consequently the municipalities are obliged to divert 
huge amounts from the general funds, starving their 
roads and other general amenities. As already submitted, 
under Art. 47, Constitution Act it is the primary duty 
of State to impart primary education to the people and 
there is absolutely no justification for the State Govern¬ 
ment to limit its responsibility and shift the major burden 
or )to the local bodies, who are already weighed down 
with depleted resources and expanding obligations. 

197(ii) } A,ready dealt with in the re P!y to question 

Question 260.—There is no justification for altering 
the existing system. 8 


perties and by withdrawing the concession or exemption 
for such of the properties that are actually let out. The 
legal principles in thji aspect are well steeled in Madras 
and require no change. 

Corporation’s progressive 
/ scale of property tax Tff ftelther necessary nor workable. 

Question 205/—Municipalities, corporations and pan- 
chayats should be empowered to levy property taxes 
subject to general supervision of Government (ride 
answer to Question 186 to 494). 

.9 0 **** 0 ® rm/ opinion “Statutory Rating 

authorities should be jZonstituted for each District for 
assessments and for disposing of 
appeal*; JTrus system substantially enhance the 

tax resou rces Local bodies concerned, and put the 

,™r* ment on 8 sound and scientific basis, 
while at tile same / t une giving no room for complaints of 

underassessment so rampantly heard 
Xhe collection of taxes should be the 
“ein responsibility of the local body concerned 

sertously^?''^ 7- —’ rhe . ^ rst P art of the question does not 
for protect lse * n Municipalities where there is provision 
both thes?^ water supply and drainage. In England 
private c. ltem f are managed on commercial lines by 
grown th^ r * >orations > but ln our country the notion has 
levied on t these taxes are service taxes and should be 
profit. In the oasis of service but not with the motive of 
tion to tbjnyj^nni 011 this is not quite correct. In addi¬ 
ng o er.i.J atr /fetog essential amenities, they should also 
♦^•wWfce-Of revenue, and in some Municipal Acts there 
♦s provision for remission where a particular type of 
service is not fully given. But water supply and drainage 
are tremendous problems involving an initial outlay of 
huge finances which have got either to be built up gradu¬ 
ally, or borrowed and paid off annually. In either case, 
they require elastic sources of revenue and there is no 
•cope for distinguishing them from other tax-heads. 

Whatever may be the justification for exempting 
Government properties both central and State from local 
Taxation, it is essential for placing the financial position 
Of Local bodies on a sound and just basis to do away 
with such exemption. The Central Government should 
generously give a lead to the state Governments by spon¬ 
soring legislation under Art. 285 (1) Constitution Act. 
There can be no justification for showing any exemption 
or favoured treatment in respect of Railway properties 
which are quasi-commercial concerns, and the distinction 
now made between general and “Service taxes” in 
assessing these properties should be done away with. 

Similarly, the “rental value” basis should be adopt¬ 
ed with reference to Government buildings leased out 
to its officers and servants and the favourable rates of 
rent paid by the officers should not form the criterion for 
assessing these properties. 


«h^ii eS J l011 201 ®nd 202. r do not agree that States 
should have power to levy urban immovable property 
a 7 d *u a ? ree , *!}th the substance of the recommenda- 
? of ,“ e }° cal Finance Enquiry Committee, with the 
K;t ha ^e entire revenue from this source should 
be paid over to the Municipality concerned. But in 

W pflESJPtS the^tateto’ ? re a scX Vi S 
Se^ed'll^ecaklfrant 0 ' ^ * 0356 the Munici P ali ^ 

- Question 203.— There is no justification for departing 
from the tned methods now in vogua. The confroversv 
about justification for the present method is in my opinion 
more academic. I would suggest “Annual renTa^ value” 
in the case of domestic buildings and capital value ” in 
the case of non-domestic buildings and vacant lands as 
in Madras.** assessment - and this has proved a success 

P? e e3 5 em Rtion limit should be fixed as Rs. 36 annual 
rental value in the case of smaller Municipalities and 
panchayats and Rs. 48 in other cases. I can see no iusti- 
inff tl0n H° r discriminating between owner occupied build- 
ren . ted . buildings in the method of assessment 
since the principle underlying “ Annual rental value ” 
S theory of “ Hypothetical tenant ” similarly 

societles are also not entitled to an y 

Ji 16 P ro, d sion , for vacancy remission now existing in 
Madras is adequate, and similarly the provisions relating 
to charitable and educational trusts are also Ltemnt? 
Misuse in working can be sealed off insisting ™ aa Q ,^V a . te 
ing and periodically revising'theregfste^ 0°? 

22 FINANCE/55 • 


Question 209 to 216.—Octroi is a Tax levied on all 
goods entering a town and it is levied on a small scale 
on an ad valorem or weight or tal basis as the case may 
be. But there is scope both for evasion and for abuse. 
For instance articles just passing through the town, or 
imported for re-exporting are usually exempt, but it is 
difficult to enforce this exemption in practice. A tax 
should be simple and definite and should be free from 
potentiality for abuse. Though octroi is an indirect tax 
levied on a small scale on the traders, the latter usually 
pass it on to the consumers. The levy of octroi is a time 
honoured method of indirect taxation and the source is 
also elastic. But it has been abolished in Madras and 
some other states as obnoxious and opposed to free trade 
and commerce. Now that the state Governments are 
levying Sales Tax. There may be three types of Taxes 
payable on every articles (a) the octroi on the articles 
itself, (b) Terminal Tax on the goods entering by Rail¬ 
way etc., and (c) Sales Tax on the sales of the Articles. 
All these are ultimately passed on to the consumers. 

The Terminal Tax is a tax collected by the Railway 
authority on goods and passengers destined for a terminal 
station and there is very little scopq for abuse. An article 
passing through a number of places is exposed to levy 
of octroi duties at every town or village by an abuse of 
the power, but the terminal tax is free from this abuse, 
besides being limited to the terminal, towns alone. Since 
this item is in the union list, this can be transferred to 
state or concurrent list by amendment of constitution or 
the parliament may legislate authorising the levy and 
payment of proceeds to the respective local bodies. A 
uniform procedure should be adopted for assessing this 
tax which can be a fruitful source of revenue to the 
Municipalities, which are struggling with depleted 

2 
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finances. This incidentally lessens the burden on state 
exchequer in the shape of grant-in-aid. 

I am of opinion that there is no inherent coftQiflti’tati » 
ween octroi and Terminal Taxes except that the one is 
in State list (Item 56) whereas the other is in the Union 
list and one supplements thfi_Qther., ItenVf.f&StjOf)State, 
list is also a similar tax and the nearest analogy to it 
is the fees leviable under Section 270 Madras District 
Municipalities Act, which is{ rather vague and requires 
improvement. 

A surcharge on sales tax \s ratner limited in scone 
compared to the other two soiifces of Revenue. anffTB** 
incidence of multiple point Sale*. Tax which is levied on 
every transaction of sale in MaaJ^-teEgrayMi^'j^h, 
any surcharge on it may become opifjr" n °rp tnere 
are certain advantages in indirect 11 

basic inequity about it that the inS° e *? ce ofj Taxation 
is the same irrespective of the mean fit the peyson taxed 
and both the rich and the poor are taxe? allKe 

Question 217.—"Ves. 

Question 218.—It will be obnoxious x 3 nd be 

strongly resented. v ^ 

Question 220.—I agree with the recommen^g^Rg^ 
the committee and feel that Municipalities can 3 

levy this tax. ..jV, 

3X 3 i ifr n 

In Madras, the assessment made by Income T, purposes 
rities is conclusive and should be accepted for to.^ vniH 
of Profession Tax. This provision is sufficient 
conflict. 

Question 221.—I consider this as undesirable. 

Question 227.—In assessing property tax, furniture 
and machinery fixed to the soil are exempt. There does 
not seem to be any rational for this as buildings nda'y be 
let out along with furniture and machinery which fopns 
part of it. In any event, machinery attached to earth 
is regarded in law as immovable property, and why this 
should be exempt from assessment is not clear. 

Question 228.—Contribution of manual labour in the 
shape of Tax may be feasible in panchayats, but not in 
Municipal areas, except in hutted areas which are now 
generally exempt from Taxation. For development of 
these areas, Labour may be drafted and accepted in. lieu 
of Taxation, instead of exempting the same completely. 
This may result in improvement of such slum and hutted 
areas, which otherwise may not be developed at all in 
view of the slender resources of the Municipalities. 


SUPPLEMENT TO QUESTIONNAIRE. 

Part A. 

Brief History of Masulipatnam. Town. 

Act X of 1865. 

Masulipatnam Municipality was constituted in the 
year 1866 in pursuance of the Policy adopted by the 
Government of India, broadly approving the report of 
the Royal Army Sanitary Commission published in the 
year 1863. Pursuant to the Report mentioned above a 
series of Acts were passed “ Providing for a wider exten¬ 
sion of Municipal administration ” and a number of 
Municipalities were established throughout India. In 
Madras, the Town Improvement Act of 1865 (Act X of 
1865) was passed, and by a Notification of the Govemor- 
in-council passed in the year 1866, Masulipatnam, com¬ 
monly called and known as the Town of “ Bandar ” (Sea¬ 
port) in the District of Krishna with the Cantonment and 
Sepoy lines, and the areas comprising the Revenue village 
of Valandapalem, (Dutch village) Bandar-fort and Gila- 
kaladindi were united for the purposes of the Act under 
the name of the Town of Masulipatnam and constituted 
into a Municipality with the Collector as President. The 
area of the Town so constituted was 9-46 Sq. Miles. 

Act in of 1871. 

Under the Town Improvements Act of 1871, a Notifi¬ 
cation was again issued on the 25th April, 1871, by the 
Governor-in-Council, extending the provisions of the said 
Act, to the Town of Masulipatnam, constituted under the 
earlier enactment, and adding to it the Revenue villages 
of Matsullavaram and Chilakalapudi bringing the area of 
the Town to 9-6 Sq. Miles. The Act of 1871 was the direct 
result of the famous resolution No. 3334, dated 14th 


December 1870 adopted by the Government of Lord Mayo, 
“to afford opportunities for the development of self 
Government, for strengthening Municipal institutions, and 
for the association of Natives and Europeans to a greater 
extent than here-to-fore in the administration of Affairs”. 
By the said resolution, the Government of India miriWt 
OKBCJto-the Provincial Governments certain departments 
of Administration such as Education, Roads^Jrfedical 
Institutions, etc., and it is worthy of note thatTnese De¬ 
partments continue to be the field of administration by 
Local Bodies even-to-day. It may be said that Local 'ShS&U 
Government in the accepted sense, originated and Deve- 
Jnnedas a conscious process of Administration, under the 
■^^rovhrnfi'ient of Lord Mayo. 

Act tV of 1874. • v,ov- 


Then came th4 Historic Resolution of 18th May 1882, 
adopted by the Government of Lord Ripon, reviewing 
the progress so ffl r made in the field of Local Government 
sUlo*''167UajiU''poj n t j n g out that though the number of 
Municipalities. ^ave increased and their burden have 
appreciated^s£ rv j ces alK j sources admirably adopted for 
Local Manjgg ment arK i Exploitation were still retained 
by the Provincial Governments, and directed the Pro¬ 
vinces tof un dertake a careful study as to what it ems pf. 
Revenue/ CO uld be transferred from “ ProvinctlfI%wWf'''' 
r? cal /heads and what re-distribution of items was desir- 
ahlA At was pointed out that the Principle of Financial 
tralizatiqn introduced by Lord Mayo between the 
ernments Of India and the Provinces may be applied 
le latter to the Local Bodies under their jurisdiction, 
y “ A SHARE OF THE ASSESSED TAXES 
VITHIN THE JURISDICTION OF LOCAL 
be made over to them to strengthen their 
i consequence of the said resolution, the 
Madras District Municipalities Act, IV of 1884 was pass¬ 
ed by the Govi ;mor-in-Council, “ to make better provision 
for the organisation and administration of District Muni¬ 
cipalities in the Presidency of Fort St. George ” and some 
items of Provincial Revenue like (a) Tolls, (b)' Tax 
Houses and Lands, (c) Tax on Professions and TrSaes, 
(d) Taxes on carts and vehicles, (e) Rates and fees for 
services rendered like. Water Supply, Drainage, Markets 
and Education, were made over to the Local bodies*•--& 
may be observed that these few sources continue to be 
the main sources of Municipal Revenue till the present 
day. 

Constitution ojf Councils. 
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provisions of this Act, the Revenue Divi- 
as an ex officio councillor and was appoint- 
lernor as Chairman under Section 14. But 
■juld elect its own Vice-Chairman with the 
ssion of the Government. The composi- 
juncil for the 1st three years, consisted of 
gmbers, but thereafter, a portion of the 
1 be elected once in three years. It was 
discretion of the Government to permit 
ect its own Chairman. The Government 
of removing the Chairman, Vice-Chairman 
for sufficient cause and for superseding the 
Collector of the District had also certain 
er-riding powers under the Apt (SS. 33 to 
rman was the Administrative head of the 
ould appoint and remove from service, all 
: wants of the Municipality. 


rch 1885, Notification No. 597 was issued 
or-in-Council under Section 4 (1) of Act 
aring Masulipatnam and other Municipali- 
itherto have been Towns for the purposes 
[Town Improvements Act, 1871, to be Muni- 
purposes of the said District Municipali- 
and to direct that the said Act shall come 
the said Municipalities on the 1st April, 
cbuncil was entirely nominated. 


the i 


councils were subject to constant control 
by the Government and no new tax could be levied or 
an old tax varied without the consent of the Government. 
The council could not borrow, or even execute any work 
beyond « prescribed maximum monetary limit without 
approval of the Government. Annual budgets were open 
to scrutiny by 1 the Government who could impose a tax 
or enhance a tax, if they considered necessary. Powers 
of subsidiary legislation, viz., powers of passing by laws 
and Rules were also subject to the approval of Govern¬ 
ment. These powers continue till to-day, and the Govern¬ 
ments have, ill a deliberate process of progressive con¬ 
trol from 1930 onwards, evolved a system, stifling all 
initiative and progress and stuting growth. 

The Municipal income from Taxation in India in 1886- 
87 was, estinu ted at a little over a crore of rupees, and 
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the total income from all sources was Rs. 1,59,53,838. The 
incidence of Taxation per head was Rs. 0-14-7 pies. In 
Madras it was lowest being Rs. 0-12-0 per head as against 
an income of Rs. 1-3-6. But by 1894-1895, if the income 
from Tax Revenue in India has increased to a crore and 
half and income from all sources had similarly increased 
to Rs. 2,48,92,308 and the incidence of taxation in India 
also r*|gto Rs. 1-1-5. In Madras it was Rs. 0-13-10 per 
head asrfeainst an income of Rs. 2-5-10.' In Madras one 
noteworthy feature was the absence of any Income from 
octroi and a relatively larger proportion of receipts under 
property tax which constituted 46-9 per cent, of its total 
receipts, and of profession tax which worked out to 
16-8 per cent. The absence of Octroi Revenue in Madras 
which was so fruitful a source of income in the Provinces 
of Bombay. U.P., C.P., Punjab, etc., compelled the Muni¬ 
cipal councils to develop their resources under taxation 
of property and professions to the maximum limits, and 
the Masulipatnam Municipal Council which was faced 
with the problem of administering the civic needs of an 
area of nearly 10 Sq. Miles, with a road length of about 
100 Running Miles, had had to face a very trying period 
with limited resources and expanding obligations, and had 
to increase the property tax to the maximum limit of 8i 
r cent, of the annual rental value as prescribed by 
ction 63 of Act, IV of 1884, with a few years of its 
constitution. Masulipatnam was from the beginning the 
Headquarters town of the old Krishna District, which 
comprised the present bifurcated Districts of Krishna, 
Guntur and West Godavari, and was in addition a sea¬ 
port Town. All this necessarily added to its troubles in 
the early stages. 

Decentralization Constitution of 1907-08. 

The Government of India had always exercised a 
paternal care in the development of Local Self-Govern¬ 
ment in India, and despite, transference of powers to 
Provinces, the Central Government was not oblivious to 
the needs and opportunities for the development of Local 
Bodies. The Provinces to whose foster-care they were 
entrusted, did not stand upto the expectations and were 
not only halting and suspicious in their approach to these 
bodies, but were also loath to allow them to exploit their 
resources to the full. 

The Royal Commission on decentralization which was 
constituted in the year 1907-1908 had occasion to review 
the entire subject of Local Government in India and 
came to the conclusion that their powers and resources 
were unequal to the obligations they had to discharge. 
A number of recommendations were made to enhance 
their powers and resources to minimise control and inter¬ 
ference at Government level. The Government of 
India Resolution, dated 28th April 1915 accepted some of 
these recommendations and issued general instructions 
favouring extended autonomy to these bodies. After that 
came the Montague-Chelmsford Report of 1918 wherein 
ft was definitely laid down that “ there should be, as far 
as possible, complete popular control in the Local bodies, 
and the largest possible independence for them of out¬ 
side control ” (Para. 188 of the Report). 

Madras Act V of 1920. 

The Government of India Resolution, dated 16th May, 
1918 while re-affirming the objects laid down in the de¬ 
claration of 20th August 1917, formulated definite pro¬ 
posals for liberalizing control over their administration, 
and laid down as the considered policy of the Government 
that Local Bodies should be as representative as possible, 
and their authority should be real but not nominal as 
here-to-fore and that they should not be subject to un¬ 
necessary control, but should be afforded an opportunity 
to learn by committing mistakes and profiting by experi¬ 
ence. On implementation of this new oolicy, the Madras 
District Municipalities Act (Vol. 1920) was passed, and 
the same enactment still holds the field, with the drastic 
and Retrograde amendments carried out bv Madras Act 
XI of 1933, and Madras Act XVIII of 1935, which latter 
enactments reversed the whole scheme of the parent en¬ 
actment of the year 1920, and set back the pace of pro¬ 
gress to the pre-20 period. 

Under this enactment of 1920, the Municipal Councils 
were to be constituted with Members varying from 16 
members in Municipalities with a population not exceed¬ 
ing 20,000 population at the last census ; to 36 members 
where population exceeded 1,00,000. The Municipal 
Council shall by the name of the Municipality be a body 
corporate and the Municipal authorities charged with 
carrying out the purposes of the Act were (a) Council and 
(b) its Chairman. The Chairman and Vice-Chairman were 
to be elected by the council and the chairman was the 
executive head of the Administration with powers of 
Appointment and Removal, from service of the officers 
and servants of the Council. 3 of the sanctioned strength 
ol the council was to be elected by the voters and the 


remaining i was nominated by the Government. But by 
the amendment under Act X of 1930, all the councillor* 
were to be elected and the system of nomination wa* 
given the go-by for .good. But while abolishing the 
system of nominations provision was made for reserva¬ 
tion of seats to (a) Mosalmans, (b) Indian Christians, (c) 
Scheduled castes (amended in 1938), (d) Europeans, (c) 
Anglo-Indians and (/) Women. This reservation, except 
in the case of women and scheduled castes, was repealed 
after the advent of the constitution. The councillors were 
lo hold office for a period of 3 years. But the Provincial 
Government could supersede a council or remove its 
chairman, for just cause. Only rate payers, over the age 
of 21 were entitled to be on the voter’s list. By Act II 
of 1947 literate voters were enfranchised and after 
the avent of the constitution the entire adult popula¬ 
tion of the area has been enfranchised. The Legislative 
Assembly rolls revised annually have been adopted as 
voters lists for the respective Municipalities, but the 
lists have to be published wardwise by the Commissioner. 

The Budgets were no doubt still liable to scrutiny 
but the control and interference at the Government level 
had been cut down to the absolute minimum by the 
1920 Act. The council could frame service regulations 
and sanction or alter the establishment necessary for 
running the administration, and the Chairman could 
appoint the service personnel subject to the general 
rules framed by the Government. The appointment of 
Municipal Health Officers and Engineers was made obli¬ 
gatory in respect of all Major Municipalities. The 
Councils may levy (a) Property Tax, (b) Tax on com¬ 
panies, (c) Profession Tax, (d) Tax on carriages and 
vehicles, (e) Tax on carts and ( f ) Tolls, without inter¬ 
ference from the Government, but subject only to cer¬ 
tain rules regarding publication and consideration of 
objections by Ratepapers, etc., only where an existing 
tax was abolished or reduced should intimation be given 
to Government (S. 78). Maximum or minimum rates of 
Taxation have also not been defined but the councils 
have been left free to prescribe and develop their own 
rates suitable to local conditions and their requirements, 
with the previous approval of the Governor-in-Coucil, 
the councils could also levy a surcharge on Income-Tax 
(in addition to Profession Tax) and Tax on persons 
entering or leaving a Municipality by Railway (S. 79). 
Exemptions in respect of Government buildings should 
be notified from time to time with the consent of the 
Municipal Council, but charitable and religious Trusts 
set apart as such and burial grounds were exempt from 
Taxation. The council could also fix taxes on carts and 
animals and could levy license fees in respect of various 
premises, etc., used for defined objects and purposes. 

This system of Local Self-Government with maxi¬ 
mum autonomy and power was continued for a full 
decade and it was mainly during this period that most 
of the Development projects like water supply and 
Drainage, Markets, Electricity were either finalized, 
taken up or completed. 

During this period Masulipatnam Municipal Council 
consisted of 21 elected and seven nominated Municipal 
Councillors and after 1931, the strength had been raised 
to 32, and remains the same to-day. The system of 
rotation of 1/3 of the strength was also abolished by 
Act X of 1930. Protected water supply scheme was 
executed before 1920 itself, and during the period, ex¬ 
tension of pipe fines was made and High Service Reser¬ 
voir was constructed. The Drainage scheme was scruti¬ 
nized, and plans for producing and distributing electric 
energy was also finalized, and the execution itself was 
completed by about 1935. Child welfare centres were 
opened and Compulsory Elementary Education scheme 
was put m force and sites were acquired for construct¬ 
ing school buildings. The Construction of a market In 
the Robertson square was seriously considered, and 
plans and estimates were also prepared. Before 1938 
but the matter dragged on endlessly thereafter under the 
regulations and rules framed under the amended enact- 
ments and execution of the scheme could only be taken 
up in 1950-51 and completed the next year. But the 
result of this Red-tapism, constant interference at all 
levels, and the stifling controls and sanctions imposed 
was, that what was estimated to cost about 2J lacs of 
rupees had swelled to over 7 lacs when the work was 
ultimately taken up, and thus resulted in an extra cost 
of about 5 lacs to the Rate-payers in this single transac¬ 
tion. There was intimate touch between the people and 
the council and its chairman, and the establishment was 
kept down to the minimum required to maintain the 
standard of efficiency. But with the growth of amaze 
of Rules and Regulations and the prescription of end¬ 
less Forms and Returns under all branches of adminis¬ 
tration the staff had swelled up to cope with the 
increased volume of work, with the result, that every 
Municipal council now faces a grave financial situation 
and practically exists for its establishment, without 
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sufficient money left over for providing any of the addi- without corresponding improvement in the standards, 

•jonal amenities demanded of a Civilized and Modern No wonder that Local Government has become the bye- 

Administration ; or even to maintain the existing services word for mockery and ridicule. The period from 1918- 

with efficiency. The Rate-payers may well demand 20 to 1931-32 rr ay be called as the millennium in the 

whether it was for the purpose of maintaining a set of era of Local Administration and it was not till the year 

people who by the way, subject them to petty harrass- 1934 that Commissioners, were actually appointed, 

ments at every turn, that they were being so exorbi- though power was taken to appoint them, evepr by 

tantly taxed. The growth of establishment has also 1933. The folic wing was the financial positioned the 

resulted in inefficiency and insufficient control and has Masulipatnam Municipal council under severai^Hccounts 

resulted in the creation of more posts in the upper cadre, in the years 1913-24 and 1930-31. 


1923-24 1930-31 


1. Taxes and Miscellaneous Revenue. . 46,249 62,026 

2. Government grants. . 5,266 1,100 

3. Remunerative enterprises (Markets, Slaughter houses, etc.). . 26,486 40,380 

4 . Other Receipts (License fees, tolls, etc.). 34,097 41,426 

1,12,097 1,54,931 

A. Total reoeipts— deduct —contribution to other aooount*. . 12,611 13,000 

Netreoeipts. 99,486 1,31,931 

Expenditure a (Ordinary). 77,807 1,31,263 

Capital—expenditure from general funds. 3,942 6,331 

Closing Balanoe. 40,686 26,921 

Investment*. 1,61,792 1,74,625 


The population figures during the census years was as follows :— 



1891 

19 

1911 

1921 

1931 

1. Population ........ 

38,809 

39,607 

42,123 

43,940 

56,928 

2. Inorease. 

3,763 

698 

2,616 

1,817 

12,988 

3. Percentage of inorease ...... 

10-7% 

H% 

6-6% 

43% 

29-6 

4. Percentage of inorease in towns in the Presidency of Madras with 

12-7% 

12-f % 

11-7 

6-4 

53-4 

populations 20,000 to 50,000. 






The population of the town as per 1941 census was 69,146 and as 

par 1951 

census it was 78,021 and it is now expected to be 

over 80,000. 
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1891 

1901 

1911 

1921 

1931 

Number of Houses — 






No. of houses. 

7,960 

7,6''6 

7,906 

8,058 

10,192 

Inorease or deorease. 

989 

215 

231 

162 

2,034 

Percentage ofinorease ....... 

14-2 

1-6 

3-0 

1-0 

25-2 

Persons per house . . . . . . . 

4-9 

6-1 

5-3 

5-6 

5-6 


Taking into consideration both the capital and ordinary 
accounts the total receipts of this Municipality in 1930 
had been Rs. 3,19,906 as against Rs. 23,127 in 1891-92 
and the expenditure had been Rs. 3,62, 625 in 1930-31 
as against Rs. 21,816 in 1891-92. 

The per capita incidence of Taxation and income 
was as follows: — 

Inoidenoe Property tax 
Incidence of inoome assessment 

Year. of including per 

Taxation. Govt. Grants. building. 


1923-24 

1930-31 


4-8-6 

4-13-11* 


The Era between 1933 to 1953 is to be reckoned as 
the worst period in the History of Local Administra¬ 
tion. Inspite of Revolutionary advance in other fields, 
the field of Local Administration has been marked by a 
sense of inertia, stagnation, waste and despair. All 
Initiative has been blunted and enthusiasm has given 
way to despair and despondence. New systems of con¬ 
trol have been devised and enforced, and sanctions at 
several levels have come to be insisted upon, with the 
result that any scheme of development takes years and 
years in scrutiny, and in obtaining outside sanctions and 
permissions. Duplication and overlapping of machinery 
of control resulted in greater delay and sometimes in 
confusion and conflict. Anything pertaining to water- 
supply or drainage has to go through Departments of 
both Health and Local Administration and the view 
points of the two are not always identical. Where one 
public works supervisor used to cope with both com¬ 
munications, water supply and drainage, now differ¬ 
ent departments have been insisted on being opened, 
with the result that the work is now being attended to 
by an army of officers and servants, viz., one Engineer, 
one Supervisor, two Overseers Draftsman, upper and 
lower Division Clerks and a Retinue of Menial servants. 

* This is the incidence of Taxation on all proper¬ 
ties assessed by the Municipality. 


Establishment charges have thus swelled up in every 
department of administration four fold or more and in 
addition, expenditure on Dearness allowance, House rent 
allowance, and Uniform Dress for the menials has be¬ 
come inevitable. But all this mounting spiral of ex¬ 
penditure was achieved without corresponding improve¬ 
ment in stand irds of work, efficiency or service. 

The Simon Commission had done the greatest disser¬ 
vice to the cause of Democracy by insisting on a greater 
measure of control over Local bodies. They evidently 
thought that the movement for Self-Government was the 
result of agitation by Town dwellers and Educated 
people, and their assumption was further strengthened 
by the fact that most of the National Leaders who lead 
the movement of resistance against the British Raj, had 
at one time or other wielded positions of vantage and 
power in the field of Local Government. As a direct 
result of the report of the Simon Commission, the Dis¬ 
trict Municipalities Acts were amended, and Commis¬ 
sioners were clamped down on these Administrations as 
Executive Authorities. Thereafter the Municipal Autho¬ 
rities constituling local authority were (a) the Council, 
(b) the Chairman and (c) the Executive Authority. 

This was tie most obnoxious and back-handed blow 
dealt to the cause of Democracy. 

The Chairman and Council were reduced to the posi¬ 
tion of mere deliberative bodies without any control 
over the staff or the Administration, or power to imple¬ 
ment their own resolutions. The Councils have thus 
become effective and ineffective and democracy has beai 
reduced to a mockery. 

Personally, I have had the good fortune of working 
with some of the best commissioners but it is to the 
institution of Commissioner’s as such that strongly 
take objection. They are a negation of the principles 
of Democracy and a method of reconciling them with 
the modern trends in democracy should immediately 
be devised. Like secretaries in District Boards, they 
should be subordinated to the Elected Head of the Local 
Bodies. 
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The Municipal Acts in India are modelled on the 
English Acts, and why this institution of Commissioners 
should flourish in India and why the Government should 
have the power of supersession which the Government 
in England does not possess is not clear, except that it 
is based on a sense of suspicion and distrust. 

Revenue and Capital Budget 


The Recommendation of the Local Finance enquiry 
committee re-flxation of Maximum Tax at Rs. 250 by 
Art. 276 and the necessity for reconsideration is worth 
noting (Para, 512). 

(3) Animal and Vehicle Tax. 

The Maximum Rates prescribed in the Act, (Sch. 
IV. R. 20) are being -levied at the following rates. 


Revenue and capital budgets for the last five years 
have been separately enclosed. 

It would be found that taxable items are constant 
though the income varies from year to year according 
to prevailing conditions and circumstances. Under Sec¬ 
tion 78 Madras District Municipalities Act the Council 
may levy (a) Property Tax, (b) Profession Tax, (c) Tax 
pn carriage and animals, and (d) Tax on carts. All these 
Taxes are being levied from the inception at varying 
rates. The council Taxes at minimum Rates, (a) vacant 
lands and (b) agricultural lands in the Municipal area, 

(c) (i) Buildings residential and (ii) Non-residential and 
no further enhancement in the rates of Taxation is 
possible. The following are the Rates at which Property 
Tax is levied in the years 1952-53 and 1953-54. 


I. Property Tax. 


1952-53 1953-54 

Per half year. Per half year. 


Maximum 4 yearly Tax. 

Rs. a. p. 

(a) For every four wheeled vehicle with 

springs .10 0 0 

(b) For every 2 wheeled vehicle with 

springs .5 0 0 

(c) For every Bicycle or Tricycle . .200 

(d) For every other vehicle with springs, 
excepting childrens perambulator or 

go cart .3 0 0 

(e) Every horse or mule not under 12 hands 6 0 0 

(/) do. under 12 hands . . . .200 

(g) Bullock or bull.10 0 

( h ) Male Buffalo.10 0 

(i) Ass .0 8 0 

( j) Dog.0 8 0 

(k) Pig.0 8 0 

(l) Goat. ...-080 


(4) Tax on carts—also is being levied at the maxi¬ 
mum rates fixed as shown above. 


(a) Buildings. 

5% of Annual 6% 

Rental . 

value. 

Water & Drainage Tax. 

34% do. 34% 

Scavenging Tax. 

14% do. 2$% 

Education Tax. 

24% do. 2J% 

Library Cess. 

0-0-8 in every As in previous 

rupee of proper- year, 
ty tax. 

(6) Vacant lands. 

For General purposes. 

of the capital value per J year. 

Water Tax. 

i% of the capital value per 4 year. 

Education Tax. 

124 of property rentals. 

Scavenging Tax. 

1/16% of capital value. 

Library Cess. 

0-0-6 per every whole rupee of tax 
collected. 

(c) Agricultural Lands. 

For General Purposes. 

9-33/40% of the tharam per year. 

Education Tax. 

124% of the Property Tax per 


In the year 1952-53 the gross receipts under General 
Account ordinary were Rs. 5,29,787 as against an expect¬ 
ed return of Rs. 5,56,780 in 1953-54. The increase is due 
to enhancement of Tax for General purposes from 5 per 
cent, to 6 per cent, per J year, this year and the enhanced 
revenues are ear-marked for Dustless Surfacing of Roads. 

The expenditure under General Account ordinary in 
1952-53 was Rs. 4,87,862. 

An amount of Rs. 18,465 was spent' in that year on 
collection establishment and its percentage to Gross 
receipts worked out to 2-46. 

Incidence of Taxation in 1952-53. 

Rs. a. p. 

Incidence per head of Population of all 

Taxes.5 11 9 

Incidence of income per head excluding 
Government Grant . . . . 11 11 8 

Do. including Government grants .12 6 4 

Incidence of profession Tax per person 

taxed.. . 11 3 11 

Incidence of aggregate property Tax per 
property.35 1 6 


annum. 

Library cess. 0-0-6 per every whole rupee. 

(2) Profession Tax. 

Maximum Rates laid down under the Act, are being 
collected as follows: — 

Incomes. Half yearly tax 


I. 

More than Rs. 15,000 



125 

II. 

More than Rs. 12,000 

but not more 

than 15,000 

100 

III. 

do. 

9,000 

do. 

12,000 

75 

IV. 

do. 

6,000 

do. 

9,000 

50 

V. 

do. 

4,800 

do. 

G.000 

25 

VI. 

do. 

3,000 

do. 

4,800 

12 

VII. 

do. 

1,800 

do. 

3,000 

6 

VIII. 

j3o. 

1,200 

do. 

1,800 

4 

IX. 

do. 

600 

do. 

1,200 

0 

X. 

do. 

300 

do. 

600 

1 


Income disclosed in the income-tax certificate is final 
and conclusive. Under the Profession Tax Limitation Act 
XX of 1941 the Government had fixed the Maximum 
Limit of Profession Tax at Rs. 25 for the duration of 
war and was paying a compensation of Rs. 12,000 (?) 
annually. After the framing of the constitution Maxi¬ 
mum limit prescribed thereunder (Art. 276(2)) has been 
restored, and the Profession Tax Limitation Act has 
been replaced. Ever since, the Maximum Rates are be¬ 
ing levied and works out to Rs. 12-11-0 per person taxed 
in 1951-52 and Rs. 11-3-11 in 1952-53. 


The number of buildings assessed during the year 
was 9977 and there were 1307 assessments of vacant 
lands and agricultural lands. The acreage of lands 
assessed was 950 and the assessment per acre worked 
out to Rs. 20-14-8. The Tax was levied and collected 
at 25 per cent, of the Annual Rental value on buildings 
in addition to 10 per cent, surcharge for Education and 
0-0-6 in a Rupee of Library cess collected and paid over 
to the Government. All taken together, it works out lo 
28 per cent, of the Annual Rental Value and in 1953-54 
it has been enhanced by 3 per cent. The Library cess 
though collected by the Municipality is paid over to the 
Government and no portion of it is spent in the Muni¬ 
cipal area. This is unjust and should therefore be recti¬ 
fied. 


Trends in Taxation. 

The increasing spiral of Taxation discloses that under 
all heads of Taxation open to the council, the saturation 
point has been reached, and no further increase is pos¬ 
sible. But the reasons for enhancement of tax this year 
is worthy of note. The Government have to pay under 
Section 37 of the Madras Elementary Education Act an 
amount equal to the Tax collected by the Municipality 
and there was an obligation on the Municipal Council 
to pay only Rs. 13,000 per year out of its general funds 
under Section 32 (la) of the Elementary Education Act. 
In the year 1950-51 the Government pursuaded the Muni¬ 
cipal councils to pay Dearness allowance and House 
rent allowance to their Elementary School teachers pro¬ 
mising to meet any deficit thereby occasioned and the 
council accordingly sanctioned the same. The Dear¬ 
ness allowance and House rent allowance to the 
Teachers came to about Rs. 43,000 per annum. Then 
the Government came down with an interpretation of 
their orders and held that they were not committed to 
pay the deficit if there was no deficit in the General 
Account. Further a direction was issued under section 
of the Elementary Education Act reducing the Tax on 
property for General purposes from 12 per cent to 10 
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per cent, and enhancing the Education Tax from 2j per 
cent, to 5 per cent, with effect from 1st April 1951. 
The General Revenue, already slender, had thus further 
deteriorated, and the council had no option but to en¬ 
hance the property tax for General purposes by 2 per 
cent, more, to restore the prior income under that head, 
and to cover a deficit of Rs. 30,000 thereby occasioned. 

Out of the Total Gross receipts of about Rs. 10,00,000, 
about Rs. 4,80,000 or nearly 50 per cent, goes towards 
salaries to the staff and officers. The Dearness allow¬ 
ance and House rent allowance payable to the staff 
itself comes to about 2J lacs per year and this is a 
burden additionally cast in the Post-war period. Cost 
of materials have increased fourfold and the obliga¬ 
tions have also multiplied, but unfortunately, there has 
been no corresponding increase in receipts, with the 
result, that a constant struggle is felt to maintain the 
existing services, somehow, without any chance of 
undertaking new development schemes. 

Development Projects 

The water supply scheme was designed and executed 
in the year 1918 for an ultimate population of 45,000 <d 
15 gallons per head hut this limit had been exceeded 
even by 1941 and the population is now over 80,000 and 
the supply is about 4-9 gallons per head. The scheme 
thus requires urgent improvement and from 1946 on¬ 
wards a ban had been put by the Government on grant¬ 
ing new house-service connections. The Sanitary 
Engineer to the Government had prepared an interim 
short-term improvement scheme for doubling the pre¬ 
sent water-supply at an estimated cost of about 4J lacs. 

The Government declined to grant the usual 50 per 
cent, grant on the ground that Masulipatnam occupies 
the 12th place in the list of priority approved by them, 
but- intimated their willingness to permit execution of 
the scheme in view of the urgency, provided the council 
would meet the entire cost, foregoing its claims for 
Grant. In view of the urgency, the Council was willing 
to forego the grant, but prayed foi a loan from the 
Government for financing the scheme, tout the Govern¬ 
ment pleaded inability to advance a loan. In June this 
year, the Andhra Insurance Co., Ltd., Masulipatnam, in 
a patriotic spirit intimated its willingness to advance the 
loan, repayable with 4J per cent, interest in twenty 
equated annual instalments and the Government have 
been addressed to accord sanction for the borrowing. 
The sanction of the Government is still awaited. 

Similarly, the Drainage scheme for the Town was 
investigated by the Government as early as 1935-36, but 
the Government turned down the request for half grant 
and half loan by G.O. Ms. No. 5990, P.H., dated 20th 
December 1940. The Kaleswara Rao committee appoint¬ 
ed by the Government in 1947 gave top priority to this 
Municipality and the list was approved by the Govern¬ 
ment and a supplemental investigation was also carried 
out and completed in the year 1952-53. The detailed esti¬ 
mates and plans are being finalized and the scheme is 
expected to cost over 60 lacs of rupees. The problem 
now resolves itself as to how to finance the scheme 
with the slender resources at the disposal of the council. 
In this connection it is submitted that the planning 
commission has done a grave injustice to the urban 
areas where nearly l/6th of the total population of 
India has been concentrated, bv completely omitting 
these areas from the purview of the scheme. Problems 
of Drainage and water supply involve a huge capita! 
outlay, which no local body could ever hope to invest, 
if it depended only on its own resources. As already 
submitted it is the primary obligation of the State to 
maintain the Health of its citizens (Art. 47) and it 
should be appreciated that “ Public Health ”, ” Primary 
Education ” and Housing are problems of “ National ” 
importance and are not merely “ local It was due to 
an appreciation of this fact by the Government of 
United Kingdom that had enabled it to devise a scien¬ 
tific system of Grants-in-aid and Loan policy for these 
purposes ; and the Grants annually paid out by the 
Government exceed 46 million sterlings and works out 
to nearly 40 per cent, of the Total revenues of the Local 
Bodies, as against the Statutory minimum of 22 per 
cent. The Grants paid by the State Governments in 
India are absolutely meagre and the Government of 
India should certainly take its due responsibility, now 
that the constitution has been put in operation, and 
the establishment of a welfare state is the professed 
objective of the Government. 

The construction of a market in the Heart of the 
Town had been completed in the year 1952-53 at a cost 
of about 7 lacs of Rupees, and the expenditure was met 
by the Loan granted toy the State Government. The 
construction of a Pucca Vegetable market has been held 


up for want of funds, though the Scheme has been final¬ 
ized over 15 years back. 

Now that 2 per cent, of the Revenue has been ear¬ 
marked for Dustless-surfacing of roads, it is proposed 
to asphalt the important roads in the Town in a period 
of 5 years. As already mentioned, the Total Road 
length in the Municipal limit is nearly 100 miley and 
metal has to be brought all the way from Vijayawada, 
about 50 miles from here. Consequently the unit of 
Metal that cost Rs. 40 at Vijayawada costs over 
Rs. 75 on account of this lead, and road-laying and 
maintenance has become a problem to the Municipality. 
Under expert advice, asphalting of roads is taken up as 
the only method of prolonging the life of the roads be¬ 
sides ensuring a Dustless surface. 

Thus it will be seen that the council, ever since its 
inception in 1866, has had to wage an incessant struggle 
to keep itself going, in view of its slender resources, 
and has not yet provided even the primary civic ameni¬ 
ties, not to speak of the Modern amenities that a'tb 
catered to by advanced councils of the West; and I may 
say, that this in fact, is the story of most Municipal 
Towns in India, including the oldest of such institutions. 


Assessment and Collection of Taxes. 

Upto 1935 when the Commissioner was appointed as 
executive authority, the Chairman was the executive 
-•Head of Municipal Administration, and was the chief 
assessing authority in respect ot all Taxes. The Council 
prescribed the maximum limits at which the Tax was 
to be levied, and the assessment was fixed by the Chair¬ 
man subject to the General Principles contained in the 
Act and the Rules framed thereunder. The Collection 
work was made by the Bill Collectors and their work 
was checked constantly by the concerned clerk and 
the Secretary or Manager as the case may be who was 
the Chief Ministerial Officer of the Municipality. Their 
work was also reviewed by the Chairman periodical^-' 

The Chairman fixed the classification to which each 
assessee belonged and assessed him to Profession Tax. 
He had also power to revise the classification from time 
to time. 

When the tax was for the first time levied on a per¬ 
son or property, or the existing tax was increased, the 
Chairman should serve a special notice on the assessee 
and the assessee could prefer a revision petition to the 
Chairman within thirty days of the receipt of notice. 
The assessee could also prefer a Revision petition to the 
Chairman within thirty days before the end of the 
financial year, for the forthcoming financial year. An 
appeal was provided to the council within fifteen days 
of the orders of the Chairman, but the assessee had to 
pay the tax before preferring appeal. The Council 
could also cancel or modify orders passed by the Chair¬ 
man reducing or remitting the Tax. Provision was made 
for granting vacancy remission and full exemption in 
case of charitable and Religious Trusts and Public 
buildings, strictly used as such. 

These provisions are largely identical under the 
existing enactment, but the only difference was that the 
Commissioner now exercises all the functions formerly 
exercised by the Chairman, and the Chairman is nowhere 
in the picture, except as a Member of the Council, in case 
an appeal is preferred. 

The Collection of Taxes is sufficiently safeguarded 
by provision for Distraint, criminal prosecution and suit 
in civil court for enforcing the 1st charge on the pro¬ 
perty, which is created by the Statute. Distraint pro¬ 
ceedings could be taken and prosecution could be 
launched only if the Demand notice for the half year 
was served within that half year or the succeeding half 
year; and provided this was done, the proceedings could 
be taken within a period of three years. The period of 
limitation for filing a suit is 3 years from the date when 
the Tax became due. The Tax being payable in advance 
every half-year, it becomes due on the 1st of every half 
year, viz., 1st of April, and 1st of October every year. 

But the power of destraint and prosecution is not 
available in respect of realizing rents and profits from 
immovable property vesting or belonging to the Muni¬ 
cipality (S. 344 D. M. Act) and this necessarily involves 
the council in protracted Litigation, and holds up its 
revenues. In spite of specific provision for re-entry and 
penalties in case of default in the lease agreements, 
there is no provision in law for re-entering on the pre¬ 
mises, demised without going to Court of Law, and the 
matter could easily be prolonged by a recalcitrant 
tenant. .Under the provisions of the Transfer of pro- 
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petty Act, a tenant is also entitled to relief against for¬ 
feiture and re-entry, at any stage of the proceeding in 
the original or the Appellate Court (S. 14 T. P. Act). 
This necessarily creates a great hardship to the Muni¬ 
cipalities and it is submitted that Municipal properties 
should be placed on a par with Crown or Government 
Properties, and the councils should have the Right ol 
Distraint and prosecution, in respect of Rents and 
proflCPdue to them. Land Development and Housing 
are and should be one of the main sources of income to 
the Municipalities, if the citizens were to be relieved 
of excessive burden of Taxation and for this purpose, 
at any rate, prompt and regular income from proper¬ 
ties should be assured without the Law’s Delays, which 
are proverbial. 

So far as Taxes are concerned they are collected pro¬ 
mptly, and the collections average between 90 to 95 per 
cent. There is a Revenue Officer, three Revenue Inspec¬ 
tors and. 13 Bill Collectors as outdoor collection start in 
addition to the control exercised by the Manager and 
Commissioner periodically. The Shroff—Lower Division 
clerks—Upper Division clerks and the Accountant with 
clerks to assist him keep up the Assessment Registers 
and the Demand collection registers up-to-date. Leak¬ 
ages in collection are few, but the same cannot be said 
about assessments. There will be quinquennial Revi¬ 
sion of Assessments conducted bv separate Revision 
Staff, working under a Revision Officer, who is generally 
a Deputy-Tahsildar belonging to the Revenue Depart¬ 
ment or an outside Commissioner specially appointed 
for the purpose by the Government. The Assessments 
finalized by the Revision Officer are subject to revision 
by the Commissioner, and an Appeal lies to the Council 
against the orders of the Commissioner. Generally the 
council appoints a small Committee for dealing with 
these appeals, and delegates its powers to the committee 
to ensure quick disposal. Usually there will be a stand¬ 
ing committee appointed by every council to deal with 
appeals, relating to both profession tax and house tax. 

Between one quinquennial Revision and another, 
the assessment books may be corrected by following the 
prescribed procedure where there is change in Rental 
value, and this usually originates with the Bill Collec¬ 
tor, who is a low paid official. The usual procedure is 
that the Bill Collector reports that a house has been 
rented out or that the rent has been enhanced, and the 
Revenue Inspector and Revenue Officer are supposed 
to check and issue notices of enhancement. If at the 
lowest stages, initiative and honesty is wanting, then 
there may be no action at all. Similarly the Bill Collec¬ 
tor may report unjustly due to some grudge he bears 
against the house owner. There are also difficulties in 
ascertaining the correct rental value and where the 
tenant and the owner are on good relations it is not 
unusual to prevail upon the former to give low rental 
figures to the Municipal authorities ; conversely when 
their relationship is far from being cordial it is not 
unusual for the tenant to give information of exagger¬ 
ated rents, just to spite the Landlord. But these are 
inevitable abuses inherent in the system of assessing by 
Rental value basis and there are bound to be defects in 
any system. To minimise these defects and drawbacks, 
the Revenue Inspectors and Revenue Officers are sup¬ 
posed to check a certain percentage of the assessments 
every month and if they do their duty properly, then 
there Is lesser chance of abuse and leakage. These 
things depend more on human nature and service 
honesty, that on the set of Rules in operation. 

There is a general complaint that assessments are 
being reduced unduly by the councils or the appeals 
committee. The L.F.E.C. has suggested that where tax 
is reduced on appeal, reasons therefor should be record¬ 
ed in writing and that suggestion has been accepted by 
the Madras Government and circularised to the Muni¬ 
cipalities. But this does not effectively solve the 
problem. 

In my view, elected councils or councillors should 
not have anything to do with fixing assessments, and as 
in England, Statutory Rating authorities should be estab¬ 
lished for each district with separate appellate bodies, 
constituted for an area. The orders of the Appellate 
Tribunal should be conclusive. Alternatively Appellate 
Jurisdiction may be conferred on the Small Causes Court, 
as is done by the Madras City Municipal Act. I am of 
the firm opinion that the financial position of the Local 
Bodies cannot be placed on a firm basis, unless indepen¬ 
dent Rating authorities are established. The business 
of the councils should be to prescribe the Rates of 
Taxation and to collect the Taxes. The procedure adopt¬ 
ed by the “ Local Government Act 1948 ” in England 
whereby the Board of Inland Revenue is entrusted with 
valuation of properties is commended for adoption. 

Under the figure arrears for the year 1952-5J, we find 


that a large amount is due. The arrears for this and 
the current years consist of Rents and profits and 
my suggestions supra in this connection may kindly be 
considered. 

Other Points 

(a) Committees .—Under the City Municipal Act and 
the Local Boards Act, Statutory committees have to be 
formed for Education, Public Health, Taxation and 
Finance and Public works, besides the usual committees 
for contracts and appointments. This system of admi¬ 
nistration through Standing Committees and sub-Com- 
mittees is evolved to perfection in England, and has 
contributed to the promptness and efficiency of admi¬ 
nistration. Besides transacting business promptly, this 
affords an opportunity to individual -councillors to come 
into close contact with the intricate details of adminis¬ 
tration, and to acquaint themselves with the practical 
side of the many phased problems. I am of the opinion 
that this is a healthy development that should be intro¬ 
duced in the District Municipalities Act. Though there 
is provision for constituting committees and delegating 
functions to them under Section. District Municipali¬ 

ties Act, it is rarely exercised by the Councils which 
hesitate to delegate the few powers that are left to 
them. 

The contracts committee and the appointments com¬ 
mittee are Statutory committees consisting of the 
Chairman, the Commissioner, and a member elected by 
the council. The Former- is competent to approve and 
accept contracts of the value of Rs. 1,000 and below and 
the money value having now depreciated to tth of the 
pre-war value, I think that it should be enhanced li 
about 3,000 in the case of class I Municipalities and 
Rs. 2,000 in the case of class II Municipalities. The 
Committees for Education, Public Health Taxation and 
Finance and Public works may also be statutorily con¬ 
stituted with power to sanction estimates and expendi-. 
ture not exceeding the maximum limit of competence 
prescribed for the contracts committee. It need not be 
mentioned that, to be effective, the committees should 
be compact. As commended by Dr. C. P. Ramaswamy 
Ayyar in his foreward to “Local Self Government in 
Great Britain ” (1952 Ed.) by Sri C. Narasinham I.A.S. 
“The author emphasizes that the essence of the British 
method of Local Government is to be found in the com¬ 
mittee system. The system of delegation and co-ordi¬ 

nation between committees also receives attention.” 
(Also please vide Ch. IV of the Book.) “ The Committee 
System ” is the characteristic mark of Local Govern¬ 
ment first as the cabinet system is typical of the 
Central Government Harts “ Local Government and 
Administration ”, p. 135). 

The Masulipatnam Municipal Council constituted 
certain committees and delegated functions to them in 
1950 with unlimited jurisdiction. Though work was 
more speedily and efficiently disposed of a feeling of 
hostility and discontent had gradually developed against 
them and they were withdrawn in about a year of the 
Delegation. 

Again at the beginning of this year, committees with 
delegated powers within prescribed monetary limits 
have been constituted and are functioning effectively. 
Though there is a certain amount of discontent, the 
hostility that had marked the prior delegation of func¬ 
tions is absent. On personal experience, I therefore 
commend the amendment of the Municipal Acts, statu¬ 
torily prescribing the constitution of such committees 
for ensuring efficient administration and experience. 

(2) The appointment committee appoints and pro¬ 
motes only service personnel whose salary exceeds Rs. 
50 per month and the other staff is appointed by the 
commissioner. I think this should immediately be re¬ 
medied and the committee or the Chairman should tie 
the appointing authority in all cases. 

(3) The Town Planning Committees appointed under 
the Town Planning Act are not functioning effectively 
in spite of much prodding from above. These com¬ 
mittees are elected by the Municipal Councils and can 
elect their own President but, depend for authority and 
resources on the council, unfortunately, Town Planning 
in India has not made much headway. I think this is 
a very important aspect in the development of Town¬ 
ships and cities which has been awfully neglected, and I 
suggest that, to remedy this malaise, Statutory improve¬ 
ment Trusts should be constituted with Experts, and 
with sufficient authority and resources to carry out this 
important aspect of development. All class I Muni¬ 
cipalities should have such Trusts to exercise the func¬ 
tions of the Town Planning Committee, with vigour 
zeal and enough authority and knowledge. 





(4) Red Tape and Government interference in details 
of administration should be cut down to the minimum. 
Technical and administrative sanctions should be avail¬ 
able promptly and without duplications, and endless 
delay, sometimes, running decades. 

Qualified Engineers have been employed by all Muni¬ 
cipal councils by the year 1942, and there is no point in 
insisting upon outside control for every minor schemes 
of development under G.O. No. 2216, L.A., dated 11th 
October 1944 as amended, even maintenance estimates 
have to be approved by the Divisional Engineer High¬ 
ways, if the estimate exceeds Rs. 4,000. This is abso¬ 
lutely unnecessary. For original road works (Capital) 
the Engineer of the 1st or 2nd Grade can sanction esti¬ 
mates upto Rs. 10,000 and a III or IV Grade Engineer 
up to Rs. 4,000. Superintending Engineer Highways can 
sanction up to 1 lac and the Chief Engineer Highways, 
up to 5 lacs and the Government have to accord sanc¬ 
tion, if the estimate exceeds 5 lacs. The same Rule 
applies for buildings and other works. 

The estimated cost of materials has gone up even 
four-fold. Granite metal that costed below Rs. 20 per 
unit in 1944 now costs over Rs. 75 per unit. Similarly 
all values have appreciated four-fold, and even labour 
charges have considerably increased brick that costed 
Rs. 15 per thousand now costs Rs. 35 per thousand. A 
skilled workman charging Rs. 1-4-0 now charges Rs. 3. 
Consequently the capacity of the Engineer should be 
revised even on the basis of the G.O. 

But in 1941 an amending Act was passed by which, 
wrong. The Government themselves appoint a quali¬ 
fied Engineer and the service is provincial. There is 
annual and periodical Audit of Accounts. Hence why 
these cramping sanctions should be insisted on, once at 
the stage of approving estimates, and again at the stage 
of tenders is not clear and should be done away with. 
The Government may generally prescribe rules for pre¬ 
paration of estimates and approval of tenders, which 
they had already done, and make the Engineers per¬ 
sonally responsible for any deviation. I am sure this 
will not only develop initiative but would considerably 
ensure promptness of execution and even economy. As 
already submitted the Robertsonpet Market scheme 
originally expected to cost about Rs. 2 h lacs had 
actually costed Rs. 7 lacs when it came to be executed, 
on account of these endless delays in scrutiny and sanc¬ 
tion. 

If some independent authority is still insisted upon 
as being essential for according sanction, it should never 
go beyond the competence of the Divisional Engineer, 
and that too only for works beyond an absolute maxi¬ 
mum. 

(5) The system of Loans and Grants should be re¬ 
volutionised and it should be appreciated that Local 
hodies are discharging the function of State in certain, 
limited spheres intimately concerning the well being and 
safety of the Public. It will be seen from the Enclosures 
that grants-m-aid from Government are meagre and are 
practically a drop in the ocean. 

The present system of percentage grants for specific 
purposes is not sufficient by itself to improve the finan¬ 
cial stability of the Municipalities, which are financially 
backward. I may be permitted to site an illustration to 
bring out my point more clearly. 

Masulipatnam and Vijayawada are two Municipal 
Towns in the Krishna District, Andhra State (formerly 
Madras State). Masulipatnam has an area of 10 Sq 
Miles, with a population of 80,000 and a Road length of 
’°,°,'T u ' es - jt is the Head Quarters Town of the Krishna 
District and Minor sea-port on the Coromandal Coast. 
Vijayawada is 7 Sq. miles in area with a population of 
over 1-25 lacs and a lesser Road length to maintain. It 
has in addition the advantage of being a flourishing 
commercial Town an important junction of Southern 
Railway and of several canals, and is on the Banks 
or Krishna River, surrounded by Mountains. It can 
just dig up the metal and spread it on the roads, and 
the metal that costs Rs. 4Q per unit, costs Rs. 75 at 
Masulipatnam, which has to import metal, Gravel and 
even River sand from Vijayawada, 50 miles away The 
total income of Vijayawada Municipality is about 45 
lacs compared to the total income of 10 lacs for Masuli- 
patnam. These facts disclose that Vijayawada is richer 

nnerr,n1n Se !s ln population - , and has a lesser number of 
and uneconomic citizens to provide for and 
with the rich resources it commands, it can earn more 
and more percentage grants from Government while 
Masulipatnam is hard put to maintain even its existing 
services, and can consequently earn very little percent¬ 
age grants for new services. percent 


To remedy this state it is submitted that a divisible 
pool should be created as in England, to supplement the 
percentage grants, and this pool should be distributed 
only between financially backward municipalities on the 
criterion of “ Need ” and of “ weighted ” population, as 
“ new Money ” is being distributed in England. It may 
not be out of place to mention here that the Divisible 
pool of Income-Tax and Excises is being divide d Q j^the 
same criteria between the centre and the StatesT and 
the Finance commission of 1952 has observed that 
“ Grants-in-aid were thus based on an assessment of the 
financial measure of need, being the amounts which 
were estimated to be sufficient to place the finances of 
the Provinces on an even level, after taking into account 
all other forms of assistance, including devolution of 
Revenue and adjustment of debts ” (Page 92 of the 
Report). Again at page 94 of the report it is reiterated 
that the concept of budgetary standard underlies the 
whole procedure of such grants and that this is basically 
founded on the criterion of need. Regarding -distribu¬ 
tion of grants the Finance Commission lays down “ an 
important purpose of the grant-in-aid is to help in 
equalising standards of basic service. The standard of 
social service may be a criterion for grants-in-aid. Thus 
of two states whose budgets, with the adjustments al¬ 
ready indicated, point to the need for an equal amount 
of assistance, the one with a slightly lower 1 evei^Mk 
services should in our view, qualify for a higher amount 
of assistance than the other with a relatively high level 
of such services. Factors like the area of a state in 
relation to its population economic backwardness, etc., 
would 'be reflected in the level of social services and the 
standard of development of a State, and would be taken 
into account accordingly under this principle ” (p. 97). 

In U. K., the Local Self-government Act of 1929, as 
amended, gives the formula for working out the system 
“Weighted population” (vide Part III—Sch. TV of the 
Act). Under this Formula, the population is “ weighted ” 
or notionally increased by factors based on (1) its rate¬ 
able value—a poor Municipality with a poor rateable 
Value deserves better assistance, (ii) the numbered 
children therein under school-age an indication of the 
probable cost of education and Health services, (iii) the 
number of unemployed persons who are unable to pay 
rates and are a burden on the community, (Iv) Sparsity of 
population as compared with the road mileage "(Please 
see ch. VI—Pp. 171 to 192 of “ Harts Introduction to 
the Law of Local Government and Administration ” 
(3rd Edition 1946^ by D. J. Beattie, for a fuller discus¬ 
sion of the subject). 

Historically speaking the States had no autonomous 
existence till the year 1935, and were dependant on the 
Central Government for their powers and resources. 
The Government of India were simultaneously develop¬ 
ing the States and the Local Bodies with equal solicitude 
and the “ Divided Heads of Revenue ” were equitably 
distributed between the two organs of Government 
even after the Montague-Chelmsford Report 
abolished the system of “ Divided Heads ” and evolved 
a Devolution of Financial authority on the provinces, 
Schedule Tax Rules” were framed to safeguard the 
interests of the Local authorities. It was only In 1935, 
that this was abolished, and the provinces alone were 
developed to the detriment of the Local Bodies. Now 
the time has arrived for stock-taking and for reassessing 

comparative field of Local and State authority with 
definite noting and scientific approach. It is in thia 
context that T. E. Commission has a historic role to 
fulfil and we are sure that this lopsides development 
will be remedied and equitably standardised. 

I suggest that the Divisible pool of Equalization or 
standardization grants should be constituted in each state 
with contributions made by the Centre and States. 50 
per cent, of the Sales Tax, Tobacco Tax, and other taxes 
collected by the State Government largely in Municipal 
areas should be assigned to them, as part of the Pool. 

Entertainments Tax and Surcharge on Stamp duty, 
and the Duties enumerated in Art. 269 of the consti¬ 
tution are also sufficiently local, flexible and indirect 
to form fields of exploitation bv Local Authorities and 
they should all go to make up this “Divisible Pool”. It 
may not be out of place to mention that, as observed by 
the Finance Commission, the State Government never 
had the Right to levy income tax or excise duties, un¬ 
like their counter-parts in Australia and Canada, but 
they were never-the-less assigned a share in the Revenue 
to establish financial stability, (Pp. 67 to 71 of the 
Report); and Local bodies are to-day justified in asking 
for a share of the Taxes largely realised in their area 
on exactly the same basis. For this purpose the const!- 
tution may be amended or a convention may be estab¬ 
lished, but it is submitted that statutory recognition for 
be established as in the English Acts of 
iyzy-iy;5d«ana 1948. 
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Details 

1038 

1939 


1945-46 

JL - - 



1946*47 

-K - 


( - 

Pay 

--\ r 

Contg. 

Pay 

t>. a. ; 

Oontg. 

Pay 

D. A. 

Contg. 




' M T 






Minyff*"' cost of collection 

* 1,343 


0,^»f 

* 3;381 


6,036 

3,692 


Cost of administration .... 

7,683 

14,282 

16,8& 

7,022 

4 

12,656 

10,707 

7,799 

11,787 

Total 

•$,970 

14,282 

23,240 

v 40,903 

- 12,656 

22,743 

11,401 

11,787 

Communications P. W. D. 

7,628 


*4 337 

2,929 

63,816 

6,683 

3,629 

54,470 

fffassMnti' other than Elementary such as 
Libraries, Radios, General Contg. 


1,^0 

• 


426 


•• 

1,392 

Public Health. 

34,990 

17,890 

42,130 

46,957 

39,617 

51,344 

51,270 

37,878 

Remuneratnre Enterprises 

2,690 

3,373 

2,944 

2,440 

3,806 

3,169 

2,950 

7,198 

ghwJ ficTaoation . . . • 

37,938 

3,990 

38,058 

25,336 

5,715 

40,838 

29,017 

8,876 

Water Supply ..... 

10,621 

29,098 

11,812 

10,607 

58,060 

12,841 

11,804 

48,125 

Town pla&hg . " . 

•• 


388 

244 

60 

2,450 

1,378 

1«B 

‘- ,r Total 

1,02,844 

1,07,322 

1,22,909 

98,818 

1,74,066 

1,39,074 

1,11,446 

1,09,872 

J 


2,10, T 166 


3,95,780 



4,20,391 


Details 



1947-48 



1948-40 



Pay 

D. A. 

.Y 

Contg. 

Pay 

D. A. 

H. R. A. 

Contg. 

M*nagement Cost of collection . . 

• 

7,754 

SU\3.330 

•• 

7,733 

4,045 

027 

•• 

Cost of administration .... 

. 

20,799 

6,931 

9,324 

23,147 

9,669 

1,338 

9,414 

Total 

28,563 

10,201 

9,324 

30,880 

13,714 

1,905 

9,414 

Communications P. W. D. 

• « 

6,560 

3,186 

78,198 

6,620 

3,523 

280 

78,931 

Eduoation other than Elementary such as 
Radios, General Contg. 

Libraries, 



2,654 


•• 

•• 

3,792 

Public Health ..... 

• 

57,885 

46,796 

48,551 

58,870 

64,224 

1,956 

49,454 

Remunerative Enterprises 

• 

3,324 

2,666 

15,399 

4,608 

2,837 

174 

16,128 

Electrical Eduoation .... 

• 

52,416 

25,309 

8,845 

51,786 

30,613 

3,934 

9,078 

Water supply . 

• 

15,808 

10,764 

46,038 

14,947 

12,003 

641 

60,135 

Town planing ..... 

• 

4,734 

2,053 

195 

4,924 

2,493 

340 

574 

• Total 

1,69,277 

1,00,924 

2,09,204 

1,72,636 

1,19,307 

9,190 

2,16,606 

J 




4,79,405 



6,17,638 




1949-50 



1950-51 



Pay 

D. A. 

H. R. A. 

T 

Contg. 

Pay 

D. A. 

H.R. A. 

Contg. 

WlffijyiDrfif tost of collection • » 

8,332 

4,010 

• * 1 . . 

767 


10,232 

4,620 

365 

/ 

administration . . 

23,99.5 

;/'• 9,457 

1,819 

19,877 

25,325 

9,832 

1,861 

12,168 

Total 

32,327 

13,407 

2,586 

19,877 

35,567 

14,458 

2,226 

12,168 

'i • : * . ■ 

Codtmunicatfons P. W. D. . . 

6,659 

3,805 

461 

1,08,534 

0,637 

3,359 

542 

96,385 

Eduoation. other than Elementary such as 
libraries. Radios, General Cantg. 

•• 

•• 

•• 

3,218 

1,060 

827 

199 

6,294 

Patb) Health 

64,713 

60,170 

2,498 

54,032 

08,681 

63,547 

2,478 

52,299 

Remunerative Enterprises " ■ . 

5,273 

?,980 

228 

19,090 

4,065 

2,918 

235 

10,118 

Electrical Education ..... 

03,453 

30,636 

4,927 

18,948 

54,608 

31,275 

4,956 

9,879 

Water Bfcppfy' 

15,130 

> 12,485 

1,032 

62,376 

17,346 

13,450 

842 

41,475 

Town planing . 

5,432 

2,667 

481 

365 

6,027 

2,754 

530 

229 

Total 

1,82,*87 

■ t 

1-, 26)110 

12,206 
"V- 

9,81,440 

<■-. J 

1.94,481 
v.. 

1,32,688 

12,008 

2,33,342 

- J 


6,02,645 


6,72,410 






Expenditure —contd. 


1951-9? 1952-53 


Details 

P*y, 

_A--- 

D. A. H. R.A. _ 

Cfttttg, 

■v- - - 

Pay 

-*-. T » f 

D. A. H. R. A. 

Contg. 

Management Cost of oolleotion 

12,415 

6,504 

435 

, , 

11,297 

5,528 

1,648 

sr> 

Cost of administration 

26,583 

9,668,.:,; 

6,69116,698 

27,406 

10,076 

2,614 

64,651 

Total 

38,998 ’ 

15,164 ' 

3,oa* 

16,999 

j 38.703 

16,604 

4,262 

64,951 

Communications P. W. D. 

8,999 

5,560 

-Mkm* 41,9^* 

7,644 

5,358 

689 

82,660. 

Education ether than Elementary auoh 

60- . 6,456^ 

—yaaf 

,6U 

4^91 

7,401 

3,407 

979 

10,241 

Libraries, Radios, General Contg. 



A' 






Publio Health .... 

. ; 71,288 

. MIc 

2 ,Ml 

09,019 

74,333 

70,932 

5,227 


Remunerative Enterprises 

6,017 

2,666 

338 

55,958 

7,858 

2,413 

300 

63,240 

Electrical Education 

68,348 

32,769 

7,948 

9,824 

63,714 

35,064 

9,054 

9,917 

Water Supply .... 

18,190 

13,981 

578 

53,587 

16,884 

13,893 

1,936 


Town planing .... 

7,470 

3,200 

942 

255 

7,336 

3,513 

1,033 

501 

-.X 

2,14,766 

1,41,345 

16,919 

2,51,924 

2,23,873 

1,60,174 

20,779 

3,61,615 


r 

6,24,964 




7,56,441 

1 



1953-54 







Detail 

t - r~ 

A 

— 

- .3 


Remarks 




Pay 

D. A. H. R. A. 

Contg. 





Management Cost of collection 

12,600 

5,800 

--5S50 


Dearness 

allowance is 

paid to 

the Staff 






from 1st April 1941 

“d House 

Cost of administration 

25,700 

11,350 

3,350 

15,600 

allowance from 1st April 1948. 


Total 

. 38,300 

17,160 

6,100 

15,600 





Communications P. W. D. 

9,960 

7,350 

880 

96,804 





Education other than Elementary such 

as 10,530 

4,700 

1,380 

15,300 





Libraries, Radios, General Contg. 









Publio Health .... 

. 76,350 

72,112 

3,123 

96,971 





Remunerative Enterprises 

. 4,460 

3,070 

360 

59,020 





Electrical Education . . . 

. 65,700 

36,*8P 1 T 

10,200 

11,050 





Water supply .... 

19,130 

14,600 

1,970 

59,030 





Town planing .... 

. 7,840 

3,400 

950 

1,060 





Total 

2,32,260 
v_ 

1,58,482 

23,963 

3,54,840 
_ > 






7,69,645 


SUPPLEMENT TO QUESTIONNAIRE PART B. 

.. Tax on Advertisements. 

Art. 269 of constitution Act covers Tax on Advertise¬ 
ments published in newspapers which is a List I subject 
(item 92) Tax on other Advertisements is a list II Item 
(55) and the State Government may levy or authorize 
its levy. 

Section 98 (b) of the City Municipal Act authorizes 
the Madras Corporation to levy the Tax with the pre¬ 
vious sanction of the Provincial Government. The 
Madras Corporation 1947-48 realized an amount of 
Rs. 92,000 by the levy of this Tax, as against the "Total 
Tax income of Rs. 1,07,72,642. 

The District Municipalities Act does not confer this 
privilege on the Municipalities and hence this income 
remains unexploited. The Municipal Acts may be 
amended conferring this power on the Municipalities. 
As regards Tax on Advertisements in Newspapers the 
Central Government may exploit the same for the benefit 
of the Municipalities. 

2. General Property Tax. 

This forms the main stay of Municipal Finance from 
the earliest times and the absence of Octroi in Madras, 
has contributed to the steady development of this Tax 
by the Municipalities, without exception. 


As early as 1884-85, property tax constituted 42-5 per 
cent, of the Total Tax income in Madras, as against 
11-6 per cent, in Bombay, 1-2 per cent, in U.P., 
cent, in Punjab, 2-4 per cent, in C. P. and Berar. The 
Ratio reached the peak figure of 46-9 per cent, in Madras 
in the year 1894-95, and thereafter, it had gradually de¬ 
clined with the increase of resources. The total income 
in Madras during the year 1884-85 from Tax on Houses 
and Lands was Rs. 4,27,803 as against Rs. 69,41,582 in 
1946-47 when it stood at 27-9 per cent, of the Total Tax 
receipts, as against 13-6 per cent, in Bombay, 9-6 per 
cent, in U. P., 9-3 per cent, in Punjab, 43-13 in Bihar and 
34-2 per cent, in Orissa. 

This inadequate assessment of properties in Bombay 
and Punjab had paved the way for the levy of Urban 
immovable property Tax by those Government* tor ■ 
State purposes, though the Bombay Government stand 
committed to reduce the Rate when the Urban Mtmici-> 
palities raised the General level of Taxation. 

But this is fundamentally wrong and as suggested by 
me power may be taken by Government to levy or en¬ 
hance tax Valuation and Rating and Authorities may 
be constituted to avoid leakages in assessment aadXex^r 
ation. The valuation lists prepared annually by these 
authorities may be submitted to the respective Local 
Authorities for objection, and Appeals may lie to the 
small causes court, as under the City Municipal Acts, 
or to independent Appellate Tribunals. The adoption of 
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tU*J »Motk«T wmiM solvfe problem of inadequate 
assessment and place the finances of Municipalities on 
a sand-looting. But instead of remedying the defects by 
appropriate action, tbs State Government should not 
be permitted to exploit the resources drich properly 
belong to Loedl Abthqrtties, pleading inadequate 
Taxation by the Latter as their opportunity and 
excfts^ It may not be out of place to mention that a 
ajaatifc^attempt by the Madras Government in 1950-51 
■"tWO' nipped in the bed, and the Government had to drop 
the proposal under pressure of hostile public criticism. 

Under the Madras District Municipalities Act, IV of 
1884 the Council could levy “ a half yearly tax on 
buildings or lands or both ” and a yearly water and 
Drainage Tax as provided in the Act (S. 47 (ii) and (iii)) 
3: d3“provides that the Tax so imposed on buildings 
‘Srtll'not exceed 8J per cent, of the annual Rental value 
of lands and buildings and at a rate not exceeding four 
annas for every eight sq. yards in the case of vacant 
lands, and lands occupied by huts. The Masulipatnam 
Municipal council had adopted the maximum Rates 
within a few years of the passing of the Act and the 
income derived therefrom was given in my note on 
Wirt A. 


which the capital value is to be determined, but the 
absence of a Bonification by the Government has. as 
already seen been held not to debar the council from 
levying a collecting taxes under the substantive provi¬ 
sions of the enactment. But the -question usually arises 
whether extensive areas of land adjacent to or surround¬ 
ing a building could be assessed separately from the 
building, or should only be assessed along with the 
building as single unit under section 82 (1) every build¬ 
ing shall be assessed together with its site and " other 
adjacent premises, occupied as appurtenant ” unless the 
owner of the building Is different from the owner of the 
premises or site. It is not unusual for buildings being 
situated in extensive sites covering several acres. R is 
also not unusual for the owner of a vacant site to just 
put up a hut or a shed or a small house, therein and 
let it out at a nominal rent to bring it out of the opera¬ 
tion of vacant land assessment, and to claim. The hut 
should be assessed along with the entire site as a single 
assessment on the Rental value basis. This is a question 
of general importance on which even experienced 
officers -entertain doubts it affects the finances of the 
council to a large extent, as this is a subterfuge usually 
adopted by owners of open sites to avoid Land Tax. 
The decision of the Privy Council referred to supra is 
helpful on this question also as it enables the council to 


Madras Act V of 1920, while abolishing the Maximum 
Limits of the Tax has given a discretion to the council 
to 1 Levy the Tax either on the Annual Letting value 
batata, or in case that was not possible, on the capital 
value the assessment being fixed at 6 per cent, theredf 
(S. 82). There shall be at 10 per cent, deduction in the 
case of buildings only in lieu of repairs and deprecia¬ 
tion for fixing the net annual value. But this deduc¬ 
tion need not be made from the value of the site occu¬ 
pied toy or appurtenant to the Building, and the de¬ 
fective drafting of the section which led to a contrary 
interpretation by the Madras High Court (19432-M. & J. 
P. 41) has been rectified by the amending Act 111 of 
1944. In assessing the value on capital value basis, cost 
of constructing the compound wall should also be in¬ 
cluded. in the definition, of building (11941-2. M. & J. 
1093). 

Section 82 while prescribing the general method of 
calculating the annual value of the building on the let¬ 
ting 1 Value fixed as aforesaid, laid down by a proviso 
that (a) in case of Government or Railway buildings or 
(b) in case of a building not ordinarily let, the annual 
value shall be deemed to be 6 per cent, of the “ Esti¬ 
mated present cost of construction” less a deduction of 
not less than 10 per cent, towards depreciation, etc. 

The question whether the method of capital value 
could be adopted far assessing properties not covered by 
the proviso to Section 82 naturally arose for determina¬ 
tion, and the Privy Council, affirming the decision of the 
Madras High Court held, that the Municipality was not 
cCWipelled to levy tax only oil the letting value basis 
in case of properties not covered toy the proviso, but 
could adopt either of the two basis which ever was 
more advantages to itself. Though the capital value 
basis was not specifically mentioned in the main sub¬ 
section but was only mentioned in the proviso, the privy 
council, held that the proper function of a proviso was 
to except and deal with a case which would otherwise 
faU within the general language of the substantive, 
enactment In the sub-section, and as such the Munici¬ 
pality could adopt either of the two methods of valua¬ 
tion except in the two cases excepted by the proviso 
(1944-2. M. & J. 25 PC.): 1 L.R. 1946 M.I.P.C. 


apply the method of capital value basis if that is advant¬ 
ageous. In interpreting Section 82 (2). Their Lord- 
ships observes “ The appellants did not dispute that, if 
this sub-section had not had a Proviso appended to it, 
it would have been open to the Respondents to resort 
to any of the recognised methods of arriving at the rent 
which a hypothetical tenant might reasonably be ex¬ 
pected to pay 'for the lands in question, including the 
method of taking a percentage of their capital value but 
the proviso, they say, makes all the difference. It ex¬ 
pressly enjoins resort to this last mentioned method. 

in'the case of two specified classes of buildings. There¬ 
fore they say, resort to this method is by necessary im¬ 
plication prohibited in every other case ” this argument 
has been rejected by their Lordships as unsound (1944- 
2-M.L.J. 25 at p. 27) and as such no owner is entitled to 
insist that his land with the hut or house should be 
assessed only on the letting value basis and not on 
the capital value basis. 

The Madras High Court has further held that sepa¬ 
ration of vacant site from the House proper treating a 
reasonable proportion of the site as its apurtenance, is 
not ultra vires, and cannot be questioned in a Court of 
Law, and that S. 354 bears such suit (1948—2. M.L.T. 
III). The House and the appurtenant site can be valued 
on letting value basis, while the rest of the site, on 
capital value basis. 

In the case of land used exclusively for agricul¬ 
tural purposes, the council may levy the tax at such 
rates as it fixes on the annual value of such lands as 
calculated In accordance with the provisions of Section 
79 Local Boards Act, and in case the land is leased 
out, the Tax shall be levied and collected in equal 
shares from the owner and the tenants (Section 81 (4) 
and (5)). The fact that the tenant has occupying rights 
is immaterial and the owner is equally liable for his 
share of the tax (1945—2. M.L.J. 2. 44). It has been 
held that the procedure for determining annual value 
as per Section 79 Local Boards Act, prescribed in Sec¬ 
tion 81 (4) is not an exclusive but an alternative method, 
and a Municipality can, if it so chooses, levy and 
collect tax under Section 81 (2) (1949 1 M.L.J. 508) 
applying the principle of 1944—2. M.L.J. 25 P.CJ. 


This is a very important decision and the law is 
now settled that except in the case of Government or 
Railway buildings and buildings not ordinarily let, all 
other properties including buildings, either owner occu¬ 
pied or usually let, vacant lands and lands belonging to 
Government or Railway, can be assessed either on the 
Annual letting value basis or on the capital value basis. 
It had also been held by the Madras High Court that 
in case of Vacant lands, the Municipality was competent 
to levy tax on the capital value basis as laid down by 
the proviso to S. 82 (2) inspite of the fact that maximum 
Rates have not been "prescribed” by the Provincial 
Governments under Proviso to Section 81 (3) 1941-2. 
M. & J. 189--I.L.R. 1941 M. 897—affirmed by P. C. I. 
L. R. 1946 (P.C.). But now maximum Rates nave been 
prescribed by the Government except in case of Rail¬ 
way lands. 

In the case of vacant lands which are not occupied 
by or appurtenant to buildings the council can levy 
Tax at such percentage of the capital value of the land 
or at such rates as it may fix with reference to the 
extent of such land (S. 81(3)) under the proviso to this 
sub-section power is reserved to the Provincial Govern¬ 
ment to prescribe the maxim rates for the tyanner In 


Educational and Charitable Trusts, used as such and 
not earning profits are exempt from Taxation (S. 83) 
but if portions of it are let out as stalls or shops, such 
properties can be assessed though the income derived 
therefrom is used for religious or charitable purposes 
(1942—2. M.L.J. 269). 

Similarly if a building is rented out for running a 
school it is not exempt from taxation (1941—2. M.L.J. 
228 ). The Section has been amended by Act XXI of 1939 
to exclude all such buildings earning a profit or return 
from the purview of exemption. 

The decision of the Commissioner fixing an assess- - 
ment or, altering it is subject to revision and appeal to 
the council; subject to that the assessment is final. 
The orders of the Commissioner where no appeal is 
validly preferred and of the council in case of Appeal 
are final. They cannot be questioned in a Court of Law. 
provided the provisions of the Statute have in effect and 
substance been complied with. (S. 354) (1949—2. M.L.J. 


But it seems where the assessment is arbitrary and 
capricious the assessment can be questioned in a Court 
of Law. (1953—1. M.L.J. 128). 
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The fact that a property has been assessed as one 
kind of property, where in fact it was a different kind 
is no ground for interference by a court of Law, as it 
was a question of procedure and of fact, and does not 
affect the competence to levy and collect: tax, the only 
remedy in such cases, is confirmed to the procedure of 
Revision and appeal prescribed by the Act (1948-2- 
M.L.J. Ill following 2. M. 37 and 1134 C. 560). The word 
“ Premises ” used in the District Municipalities Act has 
been interpreted as a building with the land adjacent 
thereto and a building is a necessary criterion for the 
application of the term (1953-2. M.L.J. 499). 

Tax on each category should be uniform though the 
rates of one category may be less than the other (S. 84) 
and the property tax forms a first charge on lands and 
buildings (S. 85) and the period of Limitation is 3 years 
computed from the date of expixy of the period of 30 
days after the commencement of the half year under 
Section 86 of the Act (S. 345). In spite of the Statutory 
charge created under Section 85 the higher period of 
limitation, viz., 12 years cannot be claimed under Art. 
132 Limitation Act as according to Section 29 Limitation 
Act, the Provisions of the said Act do not apply if a 
special period is prescribed by only Local enactment 
(1935 M. 378: 41 M. M.L.W. 457). 

Vacancy remission. has been regulated by Section 87 
and an obligation has been cast on the owner to 
give notice of transfer by Section 818, Section 89 pres¬ 
cribes the procedure for assessing and Taxing new 
buildings. A demand for remission should be made in 
the particular or succeeding half year and should be 
preceded by a notice in writing intimating the parti¬ 
culars of vacancy; in no event could remission exceed 
half the tax payable. It has been held that if the build¬ 
ing remains unoccupied for over 30 days in the half 
year as prescribed by Section 87(1) the Remission should 
be granted notwithstanding that a caretaker was living 
therein or provided the other conditions laid down in 
the Section were complied with (1943-2. M.LJ. 183). 

Where a property is assessed jointly in the name of 
two or more owners, the Municipality can collect the 
tax from and enforce the penal provisions against any 
one of thhm and no obligation is cast to apportion the 
Tax due under a single assessment (I.L.R. 30 M. 423). 

Components of Property Tax. 

Under Act IV of 1884 Agricultural Lands were 
entirely exempt from Taxation; and vacant land tax 
could be imposed at the rate of four annas per every 
eight sq. yards. S. 63 (3). Regarding other properties, 
a half years tax for general purposes (S. 47 (ii) and 
a yearly tax for water and drainage on buildings or 
lands or both (S. 47 (iii)) could be levied by the council 
and the gross annual value of the building or land 
should be fixed on the annual letting value basis (S. 65) 
or with the special sanction of the Government, at a 
rate calculated according to the area covered by the 
building. (S. 63A added by Amending Act III of 1897.) 

By Act V of 1920 this scheme of Taxation and assess¬ 
ment has been considerably changed, and the property 
tax which is to be a consolidated tax should comprise, 
(a) a Tax for general purposes, (b) a water and drainage 
Tax, (c) a lighting tax, (d) a Railway tax to be levied 
with the permission of the Government and to be ear¬ 
marked for further construction and maintenance of 
Railways (S. 81). 

The method of assessment on capital value of land 
or building was for first time introduced by the Proviso 
to S. 82(2). 

I may here mention that with periodical amendment 
the same enactment, viz.. Act V of 1920, still holds the 
field and requires a thorough Revision to bring it in 
line with altered conditions and thought. 


fix and alter the rates from time to time (S. 35). The 
Government was to contribute a sum net less than 
the proceeds of Taxation levied within the .area, in 
addition to the amount of recurring expenditure incurred 
from provincial funds on Elementary Schools during :the. 
financial year immediately preceding the Act. 

By the Amending Act II of 1934, the maximum Jtate 
of Tax to be levied was omitted and it was iaia down 
that the Local Authority was free to determine the rates 
of Tax to be levied at “ suitable Rates ” the Government- 
retained the power of determining the tax or altering it, 
if circumstances so demanded (S. 35). By an earlier 
Amending Act II of 1932 Section 36 was recast, and it 
was prescribed that the Education Tax was to be deem¬ 
ed an addition to the Tax levied in the Local area, and: 
shall be Governed by the Provisions of the Municipal 
Act so far as incidence, assessment or realization of the 
Tax was concerned. 

By Act XV of 1941, a proviso was added to S. 37,, 
limiting the obligation of the Government to contrita|Ut 
a sum only equal to the proceeds of Taxation realised 
immediately before the commencement of the scud 
amending Act. This has resulted in a great hardship to 
the Mnuicipalities as Rates of Taxation had to be in¬ 
creased subsequently to meet altered conditions and the 
expenditure had also considerably increased, due,t$wlfe 
revised scales of pay and payment of D«#rm$s win 
House Rent allowance to the teaching staff all brought 
into operation, subsequent to the said Act, by the orders 
issued by the Provincial Government In 1939-40 Educa¬ 
tion Tax was being levied at li per cent, of the Annual 
Rental value of buildings and Lands and a 10 per cent, 
surcharge on Profession Tax was also being levied. Xhft; 
income from Education Tax in that year was Rs. 11,847 
as against Total receipts of Rs. 38,921 inclusive of the 
fixed contribution of Rs. 13,000 from Government funds- 
while the expenditure was Rs. 38,838. There WAFfe Mu 
Trained Teachers and the cost worked out to Rs, 13*3-8 
per pupil. The following were the scales of pay paid to. 
Teachers. 


L^wer Grade 15 — \ —20. 

Secondary Grade . 20—J—24—2/2—30 

Higher Grade . . 25—2/2—45. 

(Prescribed in No. 5056 L. & M., Dated 7-12-1933.) 

As against this there were 125 trained teachers in 
1952-53, of whom 25 were secondary trained teachers. 

Education Tax was levied at 5 per cent, on the 
annual value of properties in addition to the levy of' 
10 per cent, surcharge on profession Tax and 12J per 
cent, on Agricultural lands. An amount of Rs. 86,652 
was realised by way of Education Tax and Rs. 37,652 
was paid as Government grant as against total Expendfe; 
ture of Rs. 1,18,360 in the year, thus leaving a deficit of 
nearly 29,000 to be met. from the General Revenues. 
The percentage of expenditure met from Municipal funds 
and Government grants worked out to 68 -1 and 31-9 
respectively as against 37 per cent, met by Government 
grants in the year 1939-40. The cost per pupil worked : 
out in 1952-53 to Rs. 32-14-8 as against Rs. 13-3-8 per 
pupil in 1939-40. The dearness and House rent allow¬ 
ance paid to the Teachers alone is about 45,000 and 
exceeds fhe Total Education Budget of the year 1939-40. 
The policy adopted by the Government curtaining Rs, 
responsibility, and showing the Maximum Burden on th«h 
over-strained and slender resources of the Local BcJijri 
is extremely unfair and inequitable. This should be 
rectified statutorily. 

After the passing of Madras District Municipalities 
Act, V of 1920, there was enhancement of Taxes in the 
year 1922-23 and Property Tax was levies as follows} 
_ , Rs. Receipts. 

General purposes 9$ per cent. . 1,38,649 

Water tax 8 per cent. 8,169 


By an Amending Act (X of 1930) S. .81 has been re¬ 
cast adding a provision to levy Scavenging Tax as a 
component of Property Tax (S. 82 (d)). A proviso was 
added whereby it was incumbent on the council to 
declare what proposition of the water and drainage Tax 
was levied in respect of water works and the remainder 
was to be deemed to be levied in respect of drainage 
works. 

The provision in respect of the levy of Railway Tax 
is still retained not withstanding the fact that the 
power has became obsolete. 

Under the Madras Elementary Education Act VIII of 
1920, a Tax not exceeding 25 per cent, of property and 
profession Taxes was to be levied as Education Tax 
(Section 34) and the Local authority was competent to 


Total net receipts under Taxation was 41,366 anA‘i 
the cost of collection was 7 per cent. 

Under water and Drainage Account the total receipts 
' increased from Rs. 27,718 in the previous year to 
Rs. 30,130 and the expenditure incurred was Rs. 2W38k 
leaving a profit of Rs. 7,891. 

The water supply system was completed in 1918, and 
there were 142 house service connections; but excess 
water was not yet charged. 

Service Receipts. 

Receipts. Expenditure. 

1920- 21 . 1,69,281 1,86,010 

1921- 22 . 1,56,275 1,63,199 

1922- 23 . . 2,24,599 2,25,466 


Government,. 
Grant' 

28 ^ 76 , 7 ^ 

SaS”' 
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Incidence of Taxation in lt21~23, toot— 


Rs. a. p. 

Incidence of Property Tax .418 

Incidence of Profession Tax 5 10 8 

Total.1 11 6 


In the next year, i.e., 1923-24 Education Tax was for the 
first* time levied at 4 per cent, of the Rentals on Pro- 
perty^md 10 per cent, on Profession Tax. For this pur¬ 
pose the tax for General purposes was reduced from 
94 per cent, to 8 per cent, to avoid additional Taxation. 
Compulsory Elementary Education Scheme was inaugu¬ 
rated during the course of this year. The water tax 
remained at 9 per cent., but was reduced in the subse¬ 
quent year to 8 per cent, to enable enhancement of tbe 
general purposes tax to 9 per cent. In 1924-25 the 
following rates were levied and collected. 

Receipts Rs. 

Tax for general purposes 9 per cent. . 76,755 

Water Tax 8 per cent. 35,006 

Education Tax 14 per cent. . 6,690 

There was quinquinnial Revision of Taxes and hence 
there was some Increase in receipts. The Total Tax 
Receipts were Rs. 1,03,134 as against Total Receipts 
(Ordinary) of Rs. 2,12,807 and Expenditure of 2,10,987. 
Under water supply the expenditure amounted to 
35,459 and the rate of water consumed was 6 >59 
ons per head costing 0-5-5 per 100 Gallons of water. 
.Tbla number of service connections increased to 259 
earning an amount of Rs. 4,302 towards excess water 
charges levied from July 1923 onwards at 0-12-0 annas 
per 1,000 gallons or part of excess water consumed. 

The total collection constituted 99-25 of Demand and 


viaus year, 1941-42 when the Elementary Education 
Amendment Act was passed, to Rs. 14-10-0 and the cost 
of salaries mounted up from Rs. 34,181 of 1941-42 to 
39,288 increasing the cost per teacher from Rs. 27-14-40 
to Rs. 31-2-10. The next year, i.e., 1943-44 Education 
Tax was enhanced to It per cent, but was insufficient to 
cover the defldie which, by the year 1949-50 amounted 
up to about Rs. 39,040 though the Tax was levied at 124 
per oent. of Property Tax that year, i.e., at 2j per cant, 
property value. 

Meanwhile the Scavenging Tax was enhanced-'from 

2 per cent, to 3 per cent, in the year 1947-48 to meet.the 
extra cost involved by payment of Dearness Allowance 
to Scavengers as laid down by the Government order. ' 

When pressed for further Grants under the Elemen¬ 
tary Education Act to cover men ting deficits* r the 
Government declined to enhance the grant but directed 
that Education Tax may be enhanced from 24 per cent 
to 5 per cent, and the Tax for General purposes may be 
correspondingly reduced from 12 per cent, to 10. per 
cent, per annum. With this reduction the genera) 
Account faced a deficit of Rs. 30,000 in addition to the 
recurring deficit in the Elementary Education Act 
Hence in 1953-54 the council had no alternative but to 
raise the Tax for General purposes to the original > limit 
of 12 per cent and to increase the scavenging tax from 

3 per cent, to 4 per cent, to meet the enhanced cost -of 
Dearness Allowance, etc., under that Act 

The above narration discloses how the spiral of Tax- 
ation had contravened to rise specially from 1941 on¬ 
wards in view of unsympathetic policy adopted by the 
Provincial Government from that time onwards. 



the Incidence of Taxation was: 

Property Tax 

Profession Tax 

Total .... 


Rs. a. p. 

420 per head. 
3 12 0 „ 

2 2 0 „ 


These rates continued upto 1931-32 when the scaveng- 
ng tax at 2 per cent, per annum was for the first time 
evied as a component part of property tax, under the 
rower conferred toy the Amending Act X of 1930 and 
vith this addition the Tax Rates continued without 
ilt&ation upto 1940-41. When a slight adjustment tof- 
ween the percentage of the component parts was made.' 

General Tax . . .10% 

Water and Drainage Tax .7% 

Scavenging Tax . .2% 

Education Tax . . . .14% 

This readjustment was made to provide for meeting 
General expenditure. The water supply system was 
earning profits and the number of House service con¬ 
nections also having increased 1108, was earning about 
Rs. j,5 00 towards excess water charges. But the ex¬ 
penditure under General Account become heavy and 
mm than once diversion of funds bad to be effected 
from water and Drainage Account To avoid this, the 
readjustment in percentages was effected. 

In 1940-41.—The net ordinary receipt under General 
Account (Ordinary) was Rs. 2,44,780, after contributing 
to the Elementary Education Fund, and the total ex¬ 
penditure was Rs.. 2,01,066. The total cost of collection 
of Taxes was Rs. 4,080 which worked out to 15-8 per 
cent of Gross receipts. Out of a Total current, Tax- 
detnand of Rs. 1,61,863 an amount of Rs. 1,46,828 was 
collected, working out to 90-4 per cent, of the Demand. 
Under non-tax sources, out of the current demand of 
Rh. 1,12,660 an amount of Rs. 1,05,361 was collected 
working out to 93-4 per cent, of the Demand. There 
was quinquennial Revision of Taxes that year, and a 
number of small houses, previously not taxes, were 
brought under assessment. This was exploited to be 
the reason for the heevy arrears under Tax demand. 

Incidence of Taxation was: 

. Property Tax . Rs. 6-46 per head. 

Profession Tax . . Rs. 2-10-8 per head. 

Total Taxes . Rs.2-10-0 per head. 

No, of hours assessed were 10,121 and Tax per build¬ 

ing Rs. 13-6-2. 

: .|gXJ9f‘!-43.—There w£ a further Increase of tax for 
OMINil Purposes from-lO Mr cent, to 12 per cent, o' 
tW annual value of Buildings and lands to cover in 
ntgiged expenditure. '"Under General Account Dear 
nfeM Allowance to tb* Teachers ar the Rates fixed b; 
the Government we* P a ‘d this re ar and this parti; 
contributed to the depletion of flfeneral revenues. Thi 
cost per pupil had increased barn Rs. 13-5-5 of the pre 


The receipts and expenditure under different heads 
during the relevant years required by the commission 
is furnished in statement attached to Part A. 

3 to 8 .—These Taxes are not levied in Madraa State 
by the Municipalities. Pilgrim tax is levied by a few 
Municipalities, but its extension is no longer possible 
without Central Legislation. 

Regarding item 5, Section 270 Madras District Muni- 
ipaHties Act is to a limited extent similar but the pec- 
.ion sfhould be made clearer for the imposition Of such 
a Tax. 

9 and 10. —Tolls were abolished with the coming into 
force of 1930 Amending Act and by section 10 (1) (o) 
(u) of the Madras Motor Vehicles Taxation Act (U# of 
1931). Each Local Body was to get a sum equal to the 
average annual income derived during the three years 
ending 31st March 1931 by way of Toll Compensation. 
Under Sub-clause (iv) of the same section compensation 
is to be paid for Loss of License fee from Motor Vehi¬ 
cles, in a sum equal to average annual income derived 
during tbe thpa* annual years ending with 31st March 
1938 (Act V of 1938). 

Taxation of Motor vehicles is a flexible and progress¬ 
ively increasing source of Revenue. Not only the 
number of Motor cars, Buses, Lorries and Tax las has 
increased but also the Tax has been progressively en¬ 
hanced. The use of the Municipal roads by these 
vehicles in increasing numbers has constantly demand¬ 
ed renewal of roads. There is thus no justification for 
payment of fixed amount on the averages obtained in 
1930 or 1938. There should therefore be an equitable 
re-apportiompent of this Tax. 

Profession Tax. 

The incidence of this Tax and the history and deve¬ 
lopment thereof has already been given in my Note A 
and the income figure# for tbe last five years have also 
been furnished in the statements appended thereto. 

Maximum rates of Profession Tax were always being 
levied in this' Municipality. 

12. There is no Theatre Tax in Madras State, but 
Entertainment Tax was being levied from May 1928 
onwards tmddr the Madras Local Authorities Enter¬ 
tainments Tast Act, 1926, which was later Repealed and 
re-enacted as the Madras Entertainments Tax Act (X 
Of 1939). The Rates prescribed by S. 4 ofthe Act'are re 
periodically reviaad.r The Tax ia collected by tbe 
Government through its Sales Tax Department and 
after deducting, 10 par cent, towards collection charges, 
distributes the net proceeds to the Municipalities, etc. 
The Proceeds (6. 13 substituted by Act XXVII of 1947) 
under this tax so far as this Municipality Is concerned 
during the relevant years is furnished in toe Sta temen t 
attached to my. Note A, It ia only submitted that 
10 per cent, deduction is rather excessive. 




The rates of Tax are contained in Section 4 
and roughly work out to 25 per cent, of the Ticket 
alue, Dramas and Scientific and Philanthronhic exhi- 
.xtions and entertainments, etc., are exempted. 

14. The Madras Government is levying a surcharge 
on stamp duty vendors 78A. District Municipalities are 
distributing the proceeds to the various councils accord¬ 
ing to 116 A (D. M. Act). According to amendment 
A. VII of 1950. The Tax is levied as a surcharge on 
instruments of sale, gift and Mortgage with possible 
of immovable property within Municipal limits at 5 per 
cent, on the amount of consideration of value. The 
proceeds from this Tax is also given in the Statute tn 
Part A. 

Excess Water Charges. 

Though this strictly arises under item 2 (Property 
Tax), this is dealt with separately in view of the im¬ 
portance of the question. Under metered system of 
House service connections, excess water-charges are 
collected at the Rate of 0-12-0 for every thousand 
gallons of excess consumed for domestic use. For non- 
Domestic use no free allowance is allowed, and charges 
at double the rates are levied. 


apply to Section 131 of the District Municipalities AVt ” 
(1953-11 M.LJ. 37 at (40)). 

This emphasises the necessity for amending the sec¬ 
tion, which along with other provisions was modelled 
on the English enactments, with all their merits and 
demerits. This has financial implications and should 
be attended to promptly. 

Library Cess. 

Library cess is levied and collected by the Munici¬ 
pality at Rs. 0-0-6 in a whole Rupee of property includ¬ 
ing Education Tax from 1-10-1950 and the proceeds are 
paid over to the Government for financing “ Local 
Library Authorities” constituted under Madras Public 
Libraries Act, 1948. 

It enhances the Tax burden on the already over¬ 
taxed citizens, without any corresponding beneAt; since 
the “ Library Authorities ” do not concern and has been 
with urban libraries and even a grant is not paid either 
to the Municipal or other Libraries. The Municipalities 
have to incur additional expenditure in respect of their 
Public Libraries and Reading Rooms and this Tax should 
be necessary feed these amenities in Urban areas. 


The Madras High Court has held that water supplied 
to a Cinema Hall is not non-domestic user and should be 
charged at rates prescribed for domestic use. Their 
Lordships interpreting the language of Section 131 
Madras District Municipalities Act held that the essen¬ 
tial Test is the user and nature of consumption of water 
irrespective of the nature of Premises and to fall with¬ 
in the “ Domestic user ” clause, the water should be 
used as Raw material in the process of “ Trade, manu¬ 
facture or business ” (S. 131 Ex. (a)) rejecting the con¬ 
tention that the Term “ Domestic purposes ” contained 
the English Act in wider in scope than the term 
“Domestic consumption ” in S. 131, their Lordships 
observed “ The criticism levelled against the correspond¬ 
ing Section in the Metropolitan water Boards (Charges) 
Act in England that it was drafted most slovenly and is 
an example of an ill-drafted provisions would equally 


An amendment to that effect is essential. 

An amount of Rs. 2,158 was spent on the two read¬ 
ing rooms towards maintenance in 1952-53 besides pur¬ 
chase of new books for the Library attached to one of 
the Reading rooms. This expenditure was incurred from 
the General Funds of the Municipality. While over 
Rs. 10,000 was collected as Library cess and paid over 
to the Government, This is highly unjust and inequit¬ 
able and if necessary, the Act may foe amended ear¬ 
marking the proceeds of the cess collected by each Muni¬ 
cipality for expenditure in connection with it? 
rooms and Libraries which constitute an ' ewSntial 
amenity in the present-day set-up. The Municipalities 
should themselves be the Administering Authorities of 
the Fund so created, instead of Acting as mere cottaefc^ 
mg agents for the Government. 


Replies of the Village Panchayat, Kavali (Nellore District) to the Questionnaire 

of the Taxation Enquiry Commission. 


PART VI—LOCAL TAXATION. 

Question 185.—The taxation is not generally satisfac¬ 
tory and it is high time for remodelling the same. 

As the taxation has been left to the discretion of the 
Local authorities and the appellate power has been 
vested in the corporate bodies and their decision cannot 
be questioned by the inspecting authorities, the system 
of local taxation is generally not satisfactory in my 
opinion. 

To rectify these dual policies, the State Governments 
should adopt the following procedure by amending the 
statutory acts. 


taxation in Municipalities or Corporations. There will 
be no difference between one Municipality or another or 
between one Corporation or another as the concerned 
statutory acts will be extended to big cities and towns 
where the mode of civic life or other public resources 
will be equal. 

The question of suitability lies only with the Urban 
areas in which the Village Panchayats have been con¬ 
stituted. There will be much unsuitability of assesmCht 
between one Panchayat and another. Practically there 
is much difference between the civic life and q| 

finances resources between one village and fihouiot 
village. 


1. The State Governments should fix the rates of 
valuation in the case of plinth areas in accordance with 
the schedule of rates for the various types of buildings. 
In the case of rental values, the Government should order 
for the adoption of procedure laid down for the fixation 
of fair rents in accordance with the principles of the 
Rent Control Act passed by the various State Govern¬ 
ments. 

2. Appellate powers should only lie with a tribunal 
consisting of the following persons to safeguard the 
financial position of these local bodies. 


Major part of India is yet under village Panchayat 
which have no stable financial resources to keep' tbein 
in the modem sanitary condition. It is not an exaga- 
ration to mention that there are some Village Panchayat* 
whose income per year will be Rs. 5 or 10. In viiwfr o* 
the undeveloped villages of India, there is no question 
of suitability of a particular tax. The levy of a tax for 
the development of the village may be left to the discre¬ 
tion of the Panchayat. To give effect to this procedure, 
there must be a statutory provision for implementing 
the development programme of the village drawn and 
approved by the Head of the Department. 


(a) One representative of the Local body, (b) The 
Executive Authority of the concerned local 
body, (c) A member of the Revenue Depart¬ 
ment not below the Tank of the Revenue, In¬ 
spector or a member of the Technical Depart¬ 
ment not below the rank of Supervisor. 

Quecrtftm 186.—In my opinion, these local taxes need 
not be included in the state list. The local taxes, now 
in .vogue in different states, are not new taxes. There 
is no comment to make on the recommendation of the 
Local Finance Enquiry Committee for the transfer of the 
terminal tax from Union list to State list. 

Question 187.—With regards the consideration of suit¬ 
ability of a particular tax or suitability of assessment of 


Question 188.—No such devaluation is necessary, as 
per the existing taxation system prevailing in the State 
of Madras. ■> 


If proper taxation as laid down and as empowered' 
under Local Acte .(City Corporation Act, Municipalities 
Act, Local Boards Act and the Village Panchavat Act) 
is-being adopted. No devaluation,^ one or more toes 
from the state list is necessary. more toes 

As matters existed now, there is noi proper taxation 
as per the provisions qf the Local Acts ! V 
bodies being the i^eseflUtives of t^ublic^ 
agarnst the taxation policy. So much fc£ ut i£ 

Authorities are not bold enough to solve tote 

In view of these farth. no answers are required t6r 
Question 189 to 194. 
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Question 196.—Besides the different taxation policy 
of the Government and Local corporate bodies, the same 
difference exists even in the collection procedure. All 
dues of the Government both Central and State in many 
aspects of collection, the Village Officer will be the res¬ 
ponsible person in collection matters as per the provi¬ 
sions of the Land Revenue Recovery Act. In some cases 
of collection of sale tax, entertainment tax, etc., 
different .^procedure has been prescribed. But with 
regards the collection of local taxes, there is altogether 
a different procedure. These differences should be elimi¬ 
nated and there must be one collection agency. 


allowed, a proportionate rate may be fixed in accordance 
with the duration of vacancy. 

For less than 60 days in any half year . Nil. 

More than 60 days and not more than 80 

days.J of the tax. 

More than 90 days and not more than 120 

days ....... J of the tax. 

Whole half year.Complete. 


Question 197.—As expressed to item 187, there will 
be no stability of financial resources in some of the 
villages in view of the present state of affairs existed 
in India. So much so, the State Government should 
come forward to meet the deficit in implementing the 
approved development programme. 

Question 198.—I agree that the Local bodies are not 
in full use of the tax resources available to them. As 
a matter of fact, they must overhaul their resources 
before approaching the state aid. Please refer to item 
188. 

Question 199.—I prefer the iii alternative (i.e.) 
grants-in-aid. But the application for grants should 
xatisfy the Government in the following matters :— 

(a) All available tax resources have been adopted. 

(b) All non-tax resources have been exhausted. 

(c) Grants are essential only for the improvement 

of the approved development programme to 
the extent of deficit. 

In this connection, I have to explain for prefering 
this alternative. In my opinion, the state exchequer is 
also limited to certain items of income. But as the 
matters stands now, the responsibility of the State Gov¬ 
ernments are in great and so there is unlimited expen¬ 
diture for the Government. In these state of affairs, the 
Local bodies should not approach the state exchequer 
for each item of its need. As each Local unit is an 
autonomus institution which has to work for the deve¬ 
lopment of the same unit, it must devise ways and 
means for the financial aspect to meet the development 
programme*of the local unit. 

Question 200.—I agree with the view expressed In 
the question. In my opinion, these three taxes may be 
levied on a certain proportionate percentage on annual 
rental value of the buildings in towns where there will 
be 15,000 or more population and in other towns and 
villages capital value basis may be adopted as this pro¬ 
cedure will be beneficial for the purpose of taxation. 
The percentage of proportion can be fixed on mutual 
understanding between State, Central, and the local body 
as in the case of Income taxe allotments. 


In all cases of vacancy remission, the owner of the 
house should apply in advance. 

No exemption from taxation of new buildings can 
be allowed as this procedure will have material effect 
on the finances of the Local body. 

Question 204.—It is always better and beneficial to 
adopt the progressive tax. A copy of the order in which 
progressive and proportionate taxation has been fixed 
by the Government of Madras in 1931 is herewith sub¬ 
mitted. The present financial position of the presidency 
may be considered in fixing the proportionate taxation 
at present. So I submit, I have not suggested the rate 
or extent of levy. 

Question 205.—All- kinds of local bodies should be 
empowered to levy property tax. The power of levy 
and the fixation of rates may be left to the discretion 
of the local body. But condition should be made that 
the Government will not come forward to grant any 
kinds of contributions of grants-in-aid if the Local body 
has not used all of its taxation resources. 

Question 206.—The present kind of taxation policy 
adopted in local bodies must be overhauled. The present 
forms of notices, demands, etc., must be amended and 
only one suitable form for all kinds of taxes that can 
be levied on one property may be introduced. There 
must not be any differentiation between one tax and 
another tax which can be levied on property tax. The 
collection agency also must be reorganised with a view 
to make the administration in this respect more efficient 
and more economical. 

Question 207.—The service tax must be levied on a 
proportionate basis on the property tax, when the collec¬ 
tion also will be more economical to the local body- 
There must be no differentiation between the State and 
Central properties so far as local taxes are concerned. 

Question 209.—No changes are necessary with regards 
to the octroi duty. 

Question 210.—In my opinion they are unsuitable for 
local taxation. They can be included in the State list. 

Question 211.—No. 


Question 201.—Even in this case, annual rental value 
may be adopted in the villages and towns having popu¬ 
lation of 15,000 or more and capital value in other cases. 
I agree with the opinion of the Finance Committee only 
in certain towns. But in many villages and towns, both 
rental value and capital value are uncertain as most of 
the villages in India are agricultural villages. 

Question 202.—The State Government should not en¬ 
croach the financial aspect of the Local corporate body. 
The State Government should pursue the local body for 
the levy of the proper taxation as the Government 
thinks fit. If it fails to levy the tax as recommended by 
the Government the administration may be taken by 
the Government. On the other hand, the Government 
may refuse the grants-in-aid under any resources. 
(Please xride reply to items 185 and 199.) 

Question 203.—The property tax may be levied either 
on capital value or on annual rental value basis as 
suggested in items 200 and 201 above. Exemption may 
be granted up to an annual rental value of Rs. 20 and 
to the value of Rs. 250 in the case of capital value. 

The buildings of educational and charitable trusts 
if no rents have been levied. 


Question 212.—No. 

Question 213.—No. 

Question 214.—If the motor transport is nationalised, 
I am of the opinion that the State Governments may 
derive more income. But this is the question to be 
solved by experts who have got experience on nationali¬ 
sation subjects. 

Question 215.—No. 

Question 216.—The income under item 56 of the State 
list may be utilised for the improvement of communica¬ 
tions (National) and some proportion may be given to 
local bodies for the improvement of roads situated in 
the area of the local body. 

Question 217.—Pilgrim tax is successful only in some 
parts of the country. This tax, even adopted on wide 
policies, will have no material results on the financial 
position of all local bodies. To increase the income of 
city corporations only, the tax on floating population will 
be workable. But this is also not favourable for local 
bodies. 

Question 218.—NR. 


.v.. buildings whether occupied by owners or 

The other buuamp ^ b& tax£S as per th rates 

• . stive SOCief —'tatioa with thcyQovern- 

f^jgVacancjj^can be 

meat. ‘W J" 


Question 219.—The taxation on vehicles animals, 
etc., will be helpful to the local bodies. Though the 
Motor vehicle taxation is being levied an d collected by 
State portion of the amount must be 
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apportioned to the Local bodies for the improvement of 
local communications. 

(b) Previously tolls were in operation and the 
District Boards were realising appreciable income under 
this item. Due to the abolition of tolls, the District 
Boards have sustained heavy loss in their budgets. So 
the tolls will be helpful for the improvement of the 
financial resources of the District Boards. 

Question 220. —The limit fixed by the Constitution for 
the levy of Profession tax must be removed and a more 
reasonable proportionate taxation may be revised. Then 
only the local bodies will be benefitted. The minimum 
level must also be increased from Rs. 300 to 600. 
Accordingly a proportionate taxation may be worked out 
so as to be helpful for the finances of the local bodies. 
Further the Local bodies must be empowered to levy 
penal rates also if the persons have failed to inform the 
particulars when called for. There is no use in em¬ 
powering the Local bodies or the Municipalities to pro¬ 
secute the persons who have not furnished the required 
information without any changes in the procedure to be 
adopted for the fixation of income to levy the tax. The 
procedure for the levy of profession tax may be more 
widened in relation to the procedure for income-tax 
levy. 


Question 22L —There will be no financial help tetjtbe 
local bodies under item 33. This can be adopted in 
general to increase the State finances. 

Question 222.—As existed now, this betterment tax 
can be levied only for the improvement of new lay outs 
that have been cropped out and there is no provision 
to levy the betterment tax under the Local Boards Act 
or the Village Panchayat Act. This tax is realty *vorthy 
financial resources especially in Municipalitie£*and City 
corporations. The same may be continued. 

Question 226.—There is no differenciation between A 
and B States so far as the local taxes are concerned. 

Question 228.—No such provision is necessary in my 
opinion. As expressed already, every local unit must 
have an approved development programme and the con¬ 
cerned local body must augment resources either finan¬ 
cially or in way manual labour for the execution of the 
approved programme. If the local bodies are left with 
that option with definite instructions that no grants~in 
aid will be sanctioned by the Government if the ta: 
and non-tax resources have not been overhauled, th> 
local bodies will come forward to devise ways and 
means for the execution of the programme. 
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UXTLBtS OF THE CANTONMENT BOARD, SHILLONG, TO THE QUESTIONNAIRE ISSUED BY THE 

XitXATiON Enquiry CranniffiiN. 


‘ ■ 


VL— IpCAL TAXATION. 


Commeqts have been confined ' to Cantonment 
Boards in general and with reference to SBtilong Can¬ 
tonment Board in particular. 


Some questionnaires have not been dealt as either 
they do not relate to Cantonment Boards or similar 
cases are not obtained in this Cantonment. 


Questions 185-187.—The system of local taxation 
appear satisfactory. Cantonment and their local self- 
Govemment are central subject under item 2 Part I of 
Ate Seventh Schedule of the Constitution. Cantonment 
Hoards levy taxes corresponding to the Municipalities 
of a State in which Cantonments are situated and at 
the same time highest standard of sanitation is aimed 
at: That means with a corresponding income, expendi¬ 
tures are likely to be on higher side. Moreover al¬ 
though Cantonments Act, is primarily a Municipal Act, 
its sources of income unlike a Municipality is confined 
in particular areas within Cantonments because in 
Cantonments vast Central Government assets have been 
created which are not liable to taxation. Moreover 
apart from its limited areas for levy, the objects for 
taxation is also generally limited as Cantonments are 
not intended to be built over and overcrowded and so 
also commerce, trade, factories, manufacturing estab¬ 
lishments, cinemas, markets, and other items which can 
pay are also limited. Also in Bazar areas (civil areas 
within a cantonment), the general economic conditions 
accounts for low collection from that area. 


lines. This amount is fluctuating and de 
esttenal i gw—t •itfaoo^BHfW^tic*, — 
Been To get the sendee* from the Cantonment' 


QueMte m.—Full use of the tax resources are 
made. The prin cip l e la agreed where full use is not 
made. 


\ 


Qtiestiou lfit. — Item No. (ii) is preferred in (1)’ 
Entertainment Tax (2) Excise (3) Licensing of motor 
vehicles . (4) Sates tax as indicated in sub-para (a). 

Question 200.—No urban immovable property tax is 
levied by the Government of Assam within Cantonment 
area. The Board levys a property tax based cm annual 
rental value. It is considered that annual rental value 
be continued to be the basis of valuation as capital 
value becomes uncertain, unless they are Government 
properties. 

Question 201.—As has been stated above, annual 
value. 


Qnestion 202.—Such case is not obtained here. But 
urban immovable property or its equivalent, property 
tax is only visible source of tangible income to a Board 
and should not be subject to duplicate taxation. If 
State Government levys this tax as urban immovable 
property tax they should relinquish In favour of local 
bodies. 


Cantonment Funds are utilised for looking after 
Subjects like education and health of local inhabitants 
and in principle the presence of a Cantonment has taken 
over from State Governments a part of their commit¬ 
ment of local self-Govemment. In any case from fore¬ 
going principle allocation of some funds as grant from 
State Governments from remunerative sources of taxa¬ 
tion which derive benefit from Cantonment population 
may be worthy of attention especially because sub¬ 
section (c) of section 106 of Cantonments Act (II of 
1924), which provided some sources of income from 
certain enactments were repealed by Adaptation ot 
Indian Laws Order, 1937. It is felt that rates of taxa¬ 
tion be reviewed more frequently. 

Questions 188-192.—So far transference of tax power 
in respect of additional subjects is concerned, it appears 
that suitable taxable objects are exploited by Boards 
and in view of limited area and objects, further devolu¬ 
tion of taxable subjects will not be of much value. 


Question 203.—For general property tax the basis 
should be the annual value. For commercial houses and 
commercial-cum-residential houses, the same b#8>s 
should be adopted but the rate of property tax may 
be raised subject to a maximum limit to be fixed by 
tlie Board. Exemptions of poorer persons below a par¬ 
ticular level or of charitable, educational or similar in¬ 
stitutions or trusts are considered a relief to be left to 
the discretion of a Board. Owner-occupiers pay the 
same tax and it is thought that the same should conti¬ 
nue. For remissions for vacancies, sixty days' conti¬ 
nuous unproductivity of rent Is satisfactory. The 
exemptions of taxes as an incentive to house building 
is not agreed as other factors like lesser cost of building 
materials and their case of procurement may make tee 
position favourable. 


Question 204.—No. 
value. 


Uniform percentage on annual 


Question 193.—(a) Yes. 

(b) Yes. It is considered that Boards are free to 
prescribe their limits and rates of levy in respect of 
particular, tax and no hindrance has been felt in this 
matter. 


(c) Such cases have not been experienced. 

Question 194.—Itmes taxed by Cantonment Board are 
not known to be taxed in a similar or indirect way by 
State Government and thus the effect of double taxa¬ 
tion is not met in actual practice. 

Question 195.—No. 


Does not arise. 


Qnestion 196.—No. 


Question 197.—In this Cantonment the proportion of 
tax revenue to non-tax revenue other than grants-in-aid 
is roughly 50 : 50. There are no grants-in-aid. But out 
of the non-tax revenue, about 25 per cent, is accounted 
for from receipts from Military authorities through 
agreement for conservancy services rendered in Unit 


Question 205.—All Cantonments Boards by Act is 
similar in constitution. So far as Is known property 
tax is levied by all of them subject to local practice in 
individual states and with the idea of remaining self- 
supporting, the rate of tax should be adjusted. 


Question 206.—The present system seems satisfac¬ 
tory, i.e., periodical revision of assessment. 


Question 207.—To remove ambiguities as to which 
taxes should be recovered as service taxes, an uniform 
declaration may be useful and more clarifications M to 
the liabilities of their payments would render cbQec- 
tions more sound- e.g., water and conservancy (latrine 
or house-scavenging) may be really service taxes or 
exchange services but would street lighting be so? In 
some cases it has been found theft mere assessment ot 
these taxes on annual rental value have been taken to 
mean it to be a charge on property and equivalent to 
a property tax. This has also led to exemptions usually 
falling under classes of properties owned or hired by 
Government at par as a tax on property. 

Assessment of service tax may be on actual cost of 
each services and obtaining the rate slabwise in rela¬ 
tion to annual value—the lesser paying less and higher 
valued more. 


n 
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The properties of Governments should be made liable 
to taxations as other properties. For service taxes in 
respect of Government occupation'the position seems 
fair as, agreement is concluded on actual expenditures. 

Questions 209-215.—Views on Octroi, terminal or toll 
tax are not given as these are not levied here. 

Question 219.—(a) Boards impose taxes on carts, 
carriages, animals, etc. 

(b) No Comment as there is no scope in this Canton- 

Question 220.—Cantonment Board impose a Trade / 
and Profession tax. The benefit, however, is far ton- 
small. It is agreed that this limit of Rs. 250 should be 
raised to Rs. 1,000. This especially would ensure State 
Governments to a levy over and above a minimum 
levied by Boards. But this would involve double taxa¬ 
tion and may have adverse effect on Trades and 
Professions. 


At present individual items of trade are taxed and 
petty shop keepers are not exempted. This although 
satisfactory may lead to evasions. This suggestion of 
assessment of this tax on the basis of income again 
would lend colour to this tax of the nature of income 
tax in a limited sense. However, introduction of 
assessment on the basis of income may facilitate exemp¬ 
tions up to a minimum level of earning say up to Rupees 
fifty per month which would give relief to petty shop 
keepers. The amount of tax thus paid may be deduct¬ 
ed from assessment of Income tax. 

This may incidentally help Income-tax authorities 
and Cantonment Boards for exchange of assessment 
figures 


Question 221.—Theatre tax on each performance 
should be left to be levied by Local Bodies alone. If 
duplication of taxation can be avoided entertainment 
tax is more potential source of income in respect of 
cinemas, theatres, etc., and can be allowed to be imposed 
by Local Bodies in respect of houses within the respec¬ 
tive jurisdiction or a suitable allocation granted. 


Question 222.—It is only possible in case of bigger 
Local Bodies like Corporations. 


Question 225.—It is suggested that inhabitants should 
be encouraged to pay taxes in Offices and Boards should 
not engage tax collectors to visit door to door or certain 
central places may be opened where convenient deposit 
may be made which ultimately will be transmitted to 
Head Office of the Local Body for deposit in Banks or 
Treasuries. 


Question 228.—The use of manual labour as contri¬ 
bution for additional tax or on payment or part pay¬ 
ment of an existing tax is not agreed as possible alter¬ 
native in view of difficulties for its gainful exploitation. 

It is submitted that national consciousness is not as 
high and its introduction is likely to be misconceived 
unless proper atmosphere is created. In this country, 
tax paying power is low as compared with developed 
countries with the result that those bulk of population 
who do not earn enough tp pay taxes will be required 
to be drawn for doing certain work. It follows that 
the intention can be at best limited to use of a very low 
unskilled labour and supervising cost over them will 
off-set the cost of labour obtained as contribution. 


Modem welfare demands various amenities like 
education, health hygiene, housing and so forth which 
call for expenditures of high magnitude. Different 
works also call for different types of personnel which, is 
not possible to be drawn from miscellaneous population 
and to categorise and get them voluntarily will be an 
upheaval task. 


We consider that in specific localities within an area 
who pay a very law tax and yet for their own specific 
good and indirectly of others, whenever a demand for 
specific utility like good road, street light, or laying 
water pipe lines or building schools or hospitals or dig¬ 
ging wells arise, able bodied persons may be called to 
work in exchange of labour and materials supplied by 
Board. 


MEMORANDUM A. 


General Notes on the Finances. 


1. Cantonment Boards are set up under Cantonments 
Act, 1924 and the compositions of the Board as well as 
of Bazar Committee are in accordance with statutory 
provisions Of the Act mentioned. 


Cantonments and Cantonment Boards are central 
subject and are administered by the Ministry of Defence 
through the Director of Military Lands and Canton¬ 
ments. Its functions are more or less like Municipal 
bodies and the act lays down the obligatory and discre¬ 
tionary functions of Cantonment Boards ; besides they 
also manage on behalf of the Government of India 
some lands in Civil areas within Cantonment. Rents 
from such lands are credited to Cantonment Fund as 
well as premium while leasing out the land. 


2. There has not been any remarkable deviation in 
the pattern of income and expenditure. Briefly Jthe 
expenditures have increased but although income"Ss 
has increased, it is not at the same rate as the expen¬ 
diture. The main reasons in increase in income is in¬ 
creased rates of taxation of the same items, as for 
example house, water, latrine and lighting. There have 
not been any programmed “ Development Schemes ” but 
roads, buildings, street lighting and water supply, etc., 
received attention as a routine part of work. 


3. (i) Revenue derived from taxes is most important 

(ii) Importance of share of revenue from specific 

taxes levied and collected by State Govern¬ 
ment is practically nil. 

(iii) Importance of grants-in-aid from Statf 

Government is nil. 

(iv) Importance of other non-tax revenue come! 

next to item (i) and in its composition the 
amount received under agreement from mili¬ 
tary authorities for conservancy services 
rendered is by far the most important factor 
Next in importance comes shop rent, distress 
and other fees, land rent, licence fees, etc. 
There are no commercial or other undertak¬ 
ings run by Board. 


4. Principal taxes levied are :— 

House tax, Latrine tax, water tax and lighting tax. 

The trend in revenue from the above taxes is that 
of stagnation unless more new houses are built. Bi 
view of above the prospect is not very bright in increase 
of income. 


5. The rates of existing (old) Taxes has been, .in¬ 
creased from time to time as given below:— 


House tax. 

1. In 1915, house tax was at 7| per cent, on the 
annual value of bolding. 

In 1945, house tax has been raised to 10 per cent, 
on the annual value of holding. 


Water tax. 

2. In 1917 water tax was at 2 per cent, on the 
annual valuation of holding. 

In 1945 water tax has been raised to 5 per cent, on 
the annual valuation of holding. 


Latrine tax. 

3. In 1912 latrine tax was at two annas per rupee 
up to Annual value not exceeding Rs. 25 of a holding 
and above that on a sliding scale from Rs. 4 to Rs. 18 
up to annual valuation of Rs. 2,000 and above that ® 4 
per cent, on annual value. 



In 1933 on a sliding scale from Rs. 1-4-0 to Rs. 18-12-0 
on the annual value not exceeding Rs. 450. On annual 
value exceeding Rs. 450 at the rate of Rs. 5 per cent. 


Lighting tax. 

% 

4. In>4925 lighting tax was at li per cent, on annual 
value of holding. 

In 1923 lighting tax was at 3 per cent on annual 
value of holding. 

In 1932 lighting tax was at 3$ per cent, on annual 
value of holding. 


Gazette of India' and after the notification, the taxes ate 
deemed to be imposed or rates increased. 

The Board also prescribe bye-laws regarding method 
of recovery and refunds of taxes. Such bye-laws also 
take effect after publication in the Gazette of India. , 

In short subject to details, the above is a presenta¬ 
tion of connection between the Board and Central Gov¬ 
ernment and State Governments, regarding imposition 
or alteration of taxes or its rates and regulation of 
recovery, refund or collections. 

Assessment. 


In the year 1944 Trade and Profession Tax has been 
imposed on all persons carrying on trades, professions 
and callings in the Shillong Cantonment with the sanc¬ 
tion of the Central Government. 


5. Vehicles tax. 

In 1933 vehicles tax was as follows:— 

Rs. 


Motor cars 
Motor Lorries 
Motor Cycles 


30 for half year 
24 for half year 
5 for half year 


In 1934- 


Motors cars 


Rs. a. p. 

27- 0-0 for half year 


Assessment are revised once in every three years. 
After 'preliminary preparation of list which might be 
done through the Agency of employees of Board or by 
appointment of assessors, the list is put open for residents 
to inspect and submit objection up to specified date. 
An assessment Committee then scrutinises objection 
and/or hears them in person or through their accredited 
representatives and finalises the assessment list. The 
assessment Committee is , set up by Board and counts of 
three persons not unnecessarily members of the Board. 
The assessment list thus authenticated becomes the 
basis for assessing taxes according to rates prescribed. 
Usually annual value which is fair letting value is 
adopted and constructional value of buildings are also 
taken into account. 

This list is subject to revision on appeal to the 
District Magistrate subject to limitation of time and 
after payment of the bill presented. This list is also 
subject to modification through the initiation of the 
Board, if a case arise either for increase or decrease 
in value or for addition or alteration from list. 


Motor Lorries . . 21-10-0 for half year 
Motor Cycles . . 4-8-0 for half year 

Due to the introduction of the Assam Motor Vehicles 
Taxation Act, 1936, State Government compensate the 
Board for loss of revenue due to vehicle taxes. 

No necessity has been felt to introduce new taxes or 
to increase taxes to meet debt charges or development 
projects or balancing budget. There had not been any 
cases for introduction of new taxes or higher rates of 
existing taxes and their subsequent dropping of pro¬ 
posals. 

6. Fullest use has been made to increase the level 
of the principal taxes and it is not considered desirable 
to increase the present rate which appears to be quite 
high. There is nothing in view to add to the list of 
taxable income. No hindrance has been felt from the 
State Government in matters of utilization of tax re¬ 
sources. 

7. Any proposal to introduce new taxes or increase 
of rates in existing taxes is considered by a special 
meeting of the Board. After going through different 
procedure by inviting public objections and their consi¬ 
derations, the proposals thus formulated are forwarded 
to the G.O.C.-in-Chief, the command who after consul¬ 
tation with the State Government, forward the same to 
the Central Government. The Central Government with 
or without modification publish the proposal in the 


Excepting the Board’s power to remit taxes due to 
vacancy or poverty or irrecoverability there are exemp¬ 
tions of buildings owned by Government or religious 
or charitable institutions. 

A typical agency of tax administration and collection 
by Board will consist of a tax-clerk, a cashier, tax- 
collector. The numbers may vary according to collec¬ 
tion and complexities of keeping different books. The 
Board collect taxes by (1) presentation of bill to those 
liable (2) subsequent demand notice (3) by issue of 
distress warrant for compliance with (1) or (2). The 
Board may apply to District Magistrate for collecting 
the taxes, if other methods from failure and may also 
institute suit for recovery. 

Only in the last methods assistance of the Govern¬ 
ment is obtained. 

The tax administration from the point of view of 
tax payer is satisfactory ; extent of arrears are usually 
15 per cent, of total demand over past 5 years which 
are usually collected in next year without undue 
pressure. 

In Shillong the cost of collection to total collection 
is 6 per eent. the collection with the establishment is 
fair. 

There are no major cases of evasion or wilful 
avoidance. 

Nil. 

Annexure is appended. 


STATEMENT SHOWING THE INCOME AND EXPENDITURE OF THE LOCAL BODY. 


1. The information is required for At latest S financial yean for which it is readily available. 

A.— General Information. 


1. Population 


2 Total inoome from all sources » . 

3. T ot a l inoome from rates and taxes . 

4. Per capita inoidence of total income 


5. Per capita incidence of income from taxes 


According to 1941 Census—7,458 and aooordlng to 1951 Census— 
8,292. 


1948-49 1949-50 1950-51 1951-62 1952-53 

Rs. a. p. Rs. a. r. Rs. a. p. Rs. a. p. Rs. a. p. 

. 1,13,863 9 6 96,478 . 5 6 06,687 1 6 76,477 0 0 74,996 2 0 

. 35,820 2 0 40,439 1 0 41,811 1 040,111 2 0 40,860 7 0 

|"9-6 according to 1941 census. 

^9-6 according to 1851 census. 

{ 0-3 according to 1941 census. 

4-8 according to 1951 ce 


■c 
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STATEMENT SHOWING THE INCOME AND EXPENDITURE OF THE LOCAL BODY. 

B .—Ditail* of Income. 

1948-49 1949-60 1960-61 1951-62 19S&6S 


L—Tax-Revenue — 

(*) General Property tax (Taxes on houses and lands) . 
(•») “ Service ” taxes— 

Water. 

Lighting. 

Drainage. 

Conservancy Tax etc. 

(iti) Local Fund Cesses. 

(to) Octroi and taxes (to be shown separately) 

(o) Tolls. 


Rs. A. P. Rs. A. P. R8. a. p.. Rs. a. p. Rs. a. p. 

0 

14,047 0 016,079 16 015,469 9 014,983 11 015,616 3 0 


(ot) Taxes on goods and passengers carried by road or inland 
water ways. 

(oii) Taxes on vehicles, animals and boats . 

(cm) Profession tax • . . 


(tx) Theatre Tax. 

(x) Pilgr&m tax ...... 

(xi) Town improvement and “betterment ” tax . 

(xt») Other taxes, cesses and rates (to be specified separately) 


7,229 11 0 8,102 6 0 8,790 1 0 8,508 4 0 8,516 1 0 

4,763 10 0 5,626 2 0 6,047 15 0 5,982 2 0 5,960 6 0 

Nil. 

7,036 6 0 8,373 10 0 8,850 12 0 8,706 1 0 8,656 12 0 

Nil. 

Nil. 

Nil. 

Nil. 


74 8 0 52 0 0 152 12 0 46 0 0 69 0 0 

. 2,769 0 0 2,205 0 0 2,500 0 0 1,886 0 0 2,142 0 0 

Nil. 

Nil. 

Nil. 

Nil. 


TOTAL . 35,920 2 0 40.439 1 0 4,811 1 0 40,111 2 0 40,860 7 0 


'I 


II.—Non-tax-Re venue— 

(a) Grants from Government ..... 

(») For roads and building .... 

(it) For education ..... 

(iti) For medical and public health purposes 

IV.—For other purposes— 

(a) Compensation for loss of revenue from Taxation of 2,000 0 0 4,000 0 0 2,000 0 0 2,000 0 0 2,000 0 0 
Motor Vehicles due to the introduction of the 
Assam Motor Vehicles Taxation Act. 

(5) Compensatory grant in lieu of receipts credited to 11 0 0 .. 148 0 0 

Provincial Revenue under the Cattle Trespass Act. 

(e) Receipts from Military cut of Conservancy Servioee 60,063 12 0 29,584 8 0 16,385 1 0 25,000 0 0 21,872 0 0 
rendered to them under an agreement. 


Total . 52,074 12 0 33,584 8 0 18,633 1 0 27,000 0 0 23,872 0 0 


(c) Miscellaneous 


Detail* of Expenditure. 

(i) Administration . 

(ii) “ Servioe ”— 

Water supply 
Drainage . 

Conservancy 

Lighting 

(Hi) Medical and Public Health 
(tv) Roads and buildings 
(v) Miscellaneous 


, . 

2,114 

10 0 

2,032 12 

! 0 1,! 

349 

4 

0 949 

8 

0 

952 

12 

0 

- 

23,' 

754 

1 6 

19,302 0 

6 34, 

943 

11 

6 8,416 6 

0 

9,309 

15 

0 

1L 1 

,13, 

863 

9 6 

95,478 5 

6 76, 

,537 

1 

6 76,477 0 

0 

74,995 

2 

0 

1948-49 

1949-50 


1950-51 

1951-52 

1952-63 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

Rs. 

A. 

p. 

12,899 

2 

0 

14,789 

2 

6 

11,786 

10 

0 

11,071 

12 

0 

9,654 

10 

0 

4,987 

3 

0 

6,173 

12 

0 

6,331 

i 

6 

5,319 

5 

6 

5,446 

13 

0 







Nil. 








30,079 

13 

0 

29,416 

7 

0 

27,049 

9 

0 

24,599 

13 

6 

26,446 

7 

0 

3,968 

0 

0 

-3,968 

0 

0 

4,061 

15 

0 

3,952 

0 

0 

3,776 

0 

0 

1,703 

2 

0 

1,300 

0 

0 

762 

8 

0 

662 

0 

6 

717 

0 

0 

8,350 

13 

9 

3,981 

14 

0 

6,512 

1 

0 

1,063 

6 

6 

1,826 

2 

0 

13,315 

2 

9 

15,391 

10 

9 

14,296 

5 

6 

12,226 

11 

3 

13,354 

8 

9 

75,303 

4 

6 

75,020.14 

3 

68,800 

2 

0 

58,994 

1 

3 

61,121 

8 

9 


Total 















MEMORANDUM B. 

Taxes on Advert i se m ents other than those appearing In 
Newspapers (120 (11) ). 

Section A — 

There have not been any such taxes in Shillong 
Cantonment and It is not contemplated to impose. As 
such replies do not arise. 

Section B and C — 

Nil. 

Question No. 203: General Property Tax. 

Section A— 

1. A copy of Gazette Notification No. 123/1/G/C & 
L/45, G, dated 20th January 1945 imposing the property 
tax in Shillong Cantonment together with its rates and 
bye-laws for recovery are enclosed for information. 

2. The rates of levy are uniform. Exemptions are 
given when properties remain unproductive of rent for 
*0 dr more consecutive days. Properties belonging to 
Government, religious and public institutions are exempt 
from taxation. 

Changes during the last few years are as follows:— 

House tax raised from 7J per cent, to 10 cent, 
on the annual value of holding in 1945. 

3. Different taxes are collected through the same 
agency of the Board, i.e., the Tax Branch. (The pro¬ 
cedure for assessment, appeal and revision and collec¬ 
tion the same has already been outlined against item 
No. 7 in Annexure A.) 

4 and 5. Receipts are satisfactory and arrears are 
low. 

6. No remarkable examples of evasion and avoidance. 
Section B — 

(a) The rate of property tax is not on slab basis but 
uniform percentage on annual rental value. 

(b) If properties belonging to Government in this 
Cantonment are made liable to the property tax, the 
Board may receive approximately Rs. 20,000, from the 
said tax. 

Section C — 

Nil. 

Question No. 207: “ Service ” Tax. 

Section A — 

1. A copy of Gazette Notification No. 5259A.P., dated 
27th July 1933, No. 642A.P., dated 22nd January 1932 
and No. 126/1/G/C & L/45, dated 3rd February 1945 
are enclosed for information. The same bye-laws as 
given above for collection apply. 

2. For water and lighting taxes the rates are uniform 
percentage on annual letting value. For latrine tax, 
the rates are given in item 1 of the Receipts. It is levied 
fa a sliding scale up to Rs. 450 and over that, the rates 
are of uniform percentage on the annual letting value 
of the building. Special rates for conservancy services 
for the troops are made on an agreed basis depending 
on the expenditure incurred by the Board. In that 
case the occupants are not charged any latrine tax. 
Remissions are given for service taxes when properties 
remain unoccupied. The buildings occupied by troops 
and Government Offices are also exempt from street 
lighting taxes. 

The average income from the service taxes and 
average expenditure on the services rendered are given 
below:— 

Receipts. Expenditure. 

Water tax . . Rs. 8,2$0 P.A. Rs. 5,460 PA. 

Latrine tax . . Rs. 8,250 PA. Rs. 7,250 PA. 

Lighting tax . Rs. 5,680 PA. Rs. 3,950 PA 

Although the expenditures are within the income at 
present as shown above, it is very likely that expendi¬ 
tures would exceed income. 


As it is a practice here, the taxes are assessed on 
properties and although separately levied, its cumula¬ 
tive effect is like a consolidated tax and as such depar¬ 
ture will not improve. 

3. The answers are as given to Question No. 203. 

4, 5 and 6. Same as Question No. 203. 

Section B — 

Nil. 

Section C — 

Nil. 

Question No. 208: Local Fond Cesses. 

Does not apply. 

Question No. 209: Octroi and Terminal Taxes. 

A:B & C: 

Does not arise as these are not levied and it is 
proposed not to levy. 

Taxes on Goods and Passengers carried by Road or on 
Inland Waterways (216), Pilgrim Tax (217), Tax on 
Floating Population In bigger Cities (217), Poll 
Tax (218). 

There are no such taxes here. 

Question No. 219 (a): Taxes on Vehicles, Animals and 
Boats. 

There are no tax on vehicles but Cantonment Board 
receives Rs. 2,000 from State Government as compensa¬ 
tion for the loss of income due to introduction of Motor 
Vehicle taxation by State Government. Taxation on 
boat is not feasible here. Only dog tax is in force and 
its rate is not considered to be raised. Receipts on 
average is Rs. 100 per annum. 

Question No. 219(b): Tolls. 

Does not arise as neither State Government nor local 
bodies levy here. 

Question No. 220: Profession Tax. 

A. A copy of Notification No. 123/33/G/C & L/44, 
dated 22nd December 1944 on different trades atad 
Profession tax is enclosed. Tax is levied on the basis 
of profession and not on the basis of slab of income. 
The average income for the last five years from the 
tax is roughly Rs. 2,000. 

B. The maximum limit in respect of an individual is 
Rs. 50. 

Question No. 221: Theatre Tax. 

There is no separate Theatre tax by Cantonment 
Board. They come under Trade and Profession tax. 
An entertainment tax is levied by State Government 
on each ticket for admission and that has increased cost 
of tickets. 

MEMORANDUM C. 

Questions Nos. 8 and 9. 

Apart from service taxes, expenditures on other 
objects are:—(1) running of primary school, (2) main¬ 
tenance of roads, (3) buildings, (4) drains, (5) mainte¬ 
nance of public garden, (6) expenditure on vaccination- 
etc. 


Figures on the above expenditure for past 5 years 
are given below :— 



1948-49 

1949410 

1950-51 

1951-62 

1952-53 

(1) 

3,825 5 0 4,827 3 0 

4,430 15 0 

3702 7 6 

3,747 4 6 

(2) 

2,076 4 0 

250 0 0 

616 0 0 

792 10 0 

437 4 0 

(3) 

6,274 9 9 

1964 3 0 

2,491 8 0 

270 12 6 

1388 14 0 

(4) 

864 1 9 

— 

1150 9 0 

— 

— 

(6) 

471 2 0 

487 8 0 

502 12 0 

511 12 0 

577 12 0 

(6) 

53 2 0 

50 0 0 

12 8 0 

412 0 6 

467 0 0 



Question^ Nos. 10 and 11. 

No Commercial or industrial undertakings are run 
by Board. 

Questions Nos. 15 to 17. 

Such taxes are not levied here and as such relevant 
question does not arise. 

Questions Nos. 189 to 194. 

A. No. 

B. Such permission has never been sought and hence 
question does not arise, 

C. In cases when any specific expenditure is required 
for some development projects, the procedure is to ask 
Central Government for grants-in-aid if it is required 
but this Board has not yet asked for any grants-in-aid. 

Question No. 195. 

(a) Collection of property tax in this Cantonment 
is done through the agency of this Office and with good 
result. It is not proposed to gear it with any other 
agency. 

(b) Tax on vehicles is levied and collected by State 
Government and is satisfactory. The Board does not 
like to associate in matters of collection nor its parti¬ 
cipation in any way would improve so far as this Can¬ 
tonment Board is concerned. 

Question No. 198. 

The tax resources available in this Cantonment are 
utilized fully as far as possible. 


No. 7866A.P., dated the 30th November, 1929, imposing 
a water tax in the Shillong Cantonment namely:— 

Amendment. 

In the said notification for the words “ Two per 
cent, the words “ Five per cent. ” shall be substituted. 

P. R. E. GRANT, 
Colbnel, 

Director, Mily. Lands & Cantt. 

Copy of Gazette Notification No. 642A.P., dated 22nd 
January 1932. 

GOVERNMENT OF ASSAM. 


.me wuu January, lasz. 

, No - 642 A.P.—Whereas in Notification No. 7887AP., 
dated the 28th November, 1931, published in Part II. 
page 1535 of the Assam Gazette, dated the 2nd Decew- 
per, 1931, the Governor in Council declared his inten- 
tion to impose, with effect from the 1st April, 1932, a 
lighting tax at the rate of 3$ per cent, on the annual 
value of all holdings situated within the Cantonment of 
Shillong in the Khasi and Jaintia Hills District, and 
whereas no objection has been raised to the DroDomLi.il. 
is hereby notified for general information that, m txer- ' 
cise of the powers conferred by section 60 of the Can¬ 
tonments Act,1924 (II of 1924), and in modification of 
Government Notification No. 7011A.P., dated the 15th 
November, 1928, published in Part II, page 1640 of the 
Assam Gazette, dated the 21st November, 1928, the 
Governor in Council is pleased to impose, with effect 
from the 1st April, 1932, a lighting tax at the rate of 
3i per cent, on the annual value of all holdings situated 
within the Cantonment of Shillong In the Khasi and 
Jaintia Hills District. 


MEMORANDUM D. 
We have no further points to add. 


APPENDIX. 

Copy of Gazette Notification No. 123/1/G/C & L/45, 
dated 20th January 1945. 

DEFENCE DEPARTMENT. 

Cantonments—Taxation. 

New Delhi, the 20th January 1945. 

No. 123/1/G/C & L/45.—In exercise of the powers 
conferred by section 60 of the Cantonments Act, 1924 
(II of 1924), the Cantonment Board, Shillong with the 
previous sanction of the Central Government hereby 
makes the following amendment in the notification of 
the Government of Assam in the General Department 
No. 1484-G, dated the 6th March 1945 imposing a house 
tax in the Shillong Cantonment namely :— 


ou./- u. tu. aoames, 

Chief Secretary to the Government of i*i mini 

Copy of Gazette Notification No. 5259A.P., dated the 
27th July, 1933. 

The 27th July 1933. 

No. 5259A.P.—In exercise of the powers conferred by 
section 60 of the Cantonments Act, 1924 (II of 1924) 
and after considering all objections submitted under 
section 62 of the said Act against the proposal to impose 
a latrine tax notified in Notification No. 3080AP., dated 
the 31st March, 1933, the Government of Assam are 
pleased to impose with effect from the 1st October 
1933, a latrine tax on the annual value of holdings 
containing dwelling-houses, shops, places of business, 
latrines, urinals, and cesspools situated within the area 
of the Shillong Cantonment in the Khasi and Jaintia 
Hills District, at the following rates in supersession of 
those imposes by the Assam Government by Notifica¬ 
tion No. 1950A.P., dated the 1st April, 1926 :— 

SCHEDULE OF RATES. 


Amendment. 

For clause (i) of the said notification, the following 
shall be substituted, namely :— 

“ A tax on the annual value of holdings at the rate 
of 10 per cent, on the annual value of every such hold¬ 
ing payable by the owner thereof.” 


* F. R. E. GRANT, 
Colonel, 

Director, Mily. Lands & Cantts. 


Copy of Gazette Notification No. 126/1/G/C & L/45, 
dated 3rd February 1945. 


Annual value not ex- 


ceeding Rs. 12 

Re. 

1- 4-0 

Annual value exceed¬ 
ing Rs. 12 but not 
exceeding Rs. 25 

Re. 

1-14-0 

Annual value exceed¬ 
ing Rs. 25 but not 
exceeding Rs. 100 . 

Rs. 

8- 8-0 

Annual value exceed¬ 
ing Rs. 100 but not 
exceeding Rs. 200 . 

Rs. 

13- 2-0 

Annual value exceed¬ 
ing Rs. 200 but not 
exceeding Rs. 450 . 

Rs. 

18-12-0 


Annual value exceeding Rs. 450, at 
cent, on the annual value per annum. 


On the bolding 
per annum. 


the rate of 5 per 


W. A. COSGRAVE, 


DEFENCE DEPARTMENT. 

Cantonments—Taxation. 

New Delhi, the 3rd February 1945. 

No. 126/1/G/C & L/45.-—In exercise of the power 
conferred by section 60 of the Cantonments Act, 1924 
(II of 1924) the Cantonment Board, Shillong with the 
previous sanction of the Central Government, hereby 
makes the following amendment in the notification of 
the Government of Assam in the General Department 


Chief Secretary to the Government of Assam. 


4. Bye-Laws for the Regulation of the Collection, 
Recovery and Refund of the general tax on holdings, 
(buildings or house tax ) water tax, latrine tax, and light¬ 
ing tax in the Shillong Cantonment, framed under Section 
282(3) of the Cantonments Act, 1924. 

1. The Executive Officer shall cause to be prepared 
at the beginning of each year a demand and collection 
register in which the names of all persons liable to pay 
the tax shall be entered and shall cause such register 
to be corrected from time to time as may be required. 
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SCHEDULE— contd. 


2. The demand and collection register of the tax on 
holdings (houses and buildings) and of the latrine and 
water tax and lighting tax shall be in the forms attach¬ 
ed to these bye-laws. 

3. The entries in the demand and collection register 
shall be checked by the Executive Officer or such 
member or responsible officer as the Cantonment Autho¬ 
rity *mav appoint in this behalf, who shall place his 
initials ‘against each item of demand. If any altera¬ 
tion is made in the demand, the information or order in 
accordance with which it has been made shall be noted 
in column 17. 

4. The tax on buildings, (house tax), water tax, 
latrine tax, and lighting tax shall be payable quarterly 
in advance on 1st April, 1st July, 1st October, and 
1st January of each year ; provided that any person 
so desirous may pay the whole year’s tax or any 
portion of the year’s tax in advance. The taxes shall 
be paid to the Executive Officer at the Cantonment 
Office who will grant receipts under his signature. 

DEFENCE DEPARTMENT. 

Cantonments—Taxation. 

New Delhi, the 22nd December 1944. 

No. 123/33/G/C & L/44.—In exercise of the powers 
conferred by Section 60 of the Cantonments Act, 1924 
(If of 1924), the Cantonment Board, Shillong, with the 
previous sanction of the Central Government, hereby 
imposes a tax on all persons carrying on in the Shillong 
Cantonment, any one or more of the trades, professions 
and callings specified in the second column of the 
.Schedule hereto annexed, at the rate specified in the 
corresponding entry in the third column thereof, pro¬ 
vided that in no case shall the tax oh any one person 
exceed Rs. 50 per annum irrespective of the number of 
trades, professions or callings carried on by him. 

SCHEDULE. 


SI. Class of person liable to the payment Rate per 
No. of the tax. yea&j*J 

1. 2. 3. 


Rs. As. P. 

1. R. I. A. S. C. contractor for meat other 

than “ Hallaled ” or “ Jhatka ” meat . 30 0 0 

2. R. I. A. S. C. contractor for fuel and wood 30 0 0 

3. R. I. A. S. C. contractor for vegetables ; 

onions and potatoes . . . . 50 0 0 

4. R. I. A. S. C. contractor for onions only . 30 0 0 

5. R. I. A. S. C. contractor for potatoes only 50 0 0 

fl. R. I. A. S. C. contractor for vegetables 

other than onions and potatoes . . 40 0 0 

7. R. I. A. S. C. contractor for quick lime . 10 0 0 

8. R. I. A. S. C. contractor for poultry, eggs, 

chickens and fish . . . 20 0 0 

9. R. I. A. S. C. contractor for dried and 

fresh fruit.10 0 0 

10. R. I. A. S. C. contractor for hired trans¬ 

port . . . . . . 12 0 0 

11. R. I. A. S. C. contractor for mineral waters 6 0 0 

12. R. I. A. S. C. contractor for ice . .600 

13. R. I. A. S. C. contractor for “Jhatka” 

meat. 20 0 0 

14. R. I. A. S. C. contractor for “Hallaled” 

meat. 20 0 0 

15. R. I. A. S. C. contractor for bhusa and 

grass . . . ... . . 12 0 0 

16. R. I. A. S. C. contractor for goats and 

sheep on hoof . ... 20 0 0 

17. R. I. A. S. C. contractor for charcoal . 15 0 0 

18. Contractor for a Regimental coffee shop . 24 0 0 

19. Contractor for Regimental banias’ shop . 12 0 0 

20. Contractor for a Regimental Tailors’ shop 12 0 0 

21. Contractor for a Shoemakers’ shop . . 12 0 0 

22. Contractor for a barbers’ shop . . 12 0 0 

28. Contractor for washermen . . 20 0 0 

24. Contractor for supplies of diary produce 20 0 0 

25. Contractor for a Regimental mineral water 

factory.12 0 0 

26. Contractor for grass and grazing . . 24 0 0 

27. Contractor for bazar supplies . . . 40 0 0 

28. Contractor for a Mess or Club 24 0 0 

29. Contractor for the loading and unloading 

of goods 12 0 0 

30. Contractor for a piggery or dealer in 

piggery produce.6 0 0 
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SI. Class of person liable to the payment Rate per 
No. of the tax year 

1. 2. 3. 

. Rs. As. P. 

31. Contractor for buildings, road, works, 

electric installations, etc., in respect of 

works not exceeding Rs. 5,000 in value 8 0 0 

32. Contractor for buildings, road works, 

electric installations, etc., in respect of 
works exceeding Rs. 5,000 but less than 
Rs. 10,000 in value . . . . 12 0 0 

33. Contractor for buildings, road works, 

electric installations, etc., in respect of 
works of Rs. 10,000 and upwards in 
value. 50 0 0 

34. Proprietor of a motor transport company 

or a person keeping motor vehicles for 

hire . . . .200 

35. Persons carrying on in the barrack area 

any trade profession or calling not in¬ 
cluding in any other item of the 
schedule 6 0 0 

36. Hawker other than a hawker of country 

cloth . ..6 0 0 

37. Supplier of furniture on hire . . .600 

38. A company formed for the supply of elec¬ 

tric current. 50 0 0 

39. Vendor of butter and dairy produce . 6 0 0 

40. Vendor of English wines, country liquor 

and bear 24 0 0 

41. Vendor of betel leaves . . . .600 

42. Vendor of wheat, rice or other foodgrains 12 0 0 

43. Retailer of cigarettes and bjdis . . .600 

44. Vendor of ice or mineral waters . .10 0 

45. Dealer in or repairer of cane work . .400 

46. Dealer in furniture or a cabinet maker . 6 0 0 

47. Dealer in old clothes and second hand 

articles (Kabari).6 0 0 

48. Dealer in gramophones, radio sets and the 

accessories thereof . . . . 10 0 0 

49. Dealer in perfumery or scent and perfum¬ 

ed hair oils and other toilet requisites . 6 0 0 

50. Dealer in boots and shoes . . .600 

51. Dealer in fancy goods, cloth, carpets or 

shawls.6 0 0 

52. Dyer.12 0 0 

53. Maker or vendor of “ Chicks ” mats and 

baskets.0 12 0 

54. Shoemaker 6 0 0 

55. Maker of sweetmeats (Halwae) . . 12 0 0 

56. Picture maker or maker or vendor of pic¬ 

ture frames.6 0 0 

57. Manufacturer or vendor of ice cream . 10 0 

58. Manufacturer of mineral waters . . 12 0 0 


59. Cycle repairer.2 0 0 

60. Carpenter.6 0 0 

61. General Merchant .' . . . . 12 0 0 

62. Proprietor or keeper of an hotel or res¬ 

taurant 24 0 0 

63. Bookseller or Stationer . . . .600 

64. “ Nambaee ” or “ Tandeorwala ” . .500 

65. Photographer.6 0 6 

66. Proprietor of a tailoring shop . . .600 

67. Painter.6 0 0 


68. Hawker dealing in country cloth . .700 

69. Proprietor of a shaving saloon . . 12 0 0 

70. Keeper of donkeys and asses for profit . 2 0 0 

71. Keeper of bullocks and milch cows for 

profit.4 0 0 

72. Reeper of horses or ponies for profit . .600 

73. Proprietor of a Bakery . . . 12 0 • 

74. Proprietor of a Cinematograph Hall . 50 0 0 

75. Proprietor of a Cinematograph Hall exhi¬ 

biting pictures for a period not exceed¬ 
ing 3 months at a time . . . 12 0 0 

76. Proprietor of a Dairy . . . . 50 0 0 

77. Draper or outfitter . .600 

78. Supplier of newspapers and periodical . 4 0 6 

79. Watchmakers.8 0 0 

80. R. I. A. S. C. contractor for empty baskets 24 0 0 

81. Goldsmith, silversmith and ironsmith 

(Vendor) . 24 0 0 

82. Goldsmith, silversmith and ironsmith 

(Manfacturer) . 24 0 0 


Sd./- F. R. E. GRANT, 

* Colonel, 

Director, Military Lands and Cantonment*. 
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Replies of the Sri Gouri Rural Panchayat to the Supplementary Questionnaire 

of the Taxation Enquiry Commission. 


MEMORANDUM A. 

1. General Information. [1951-52 and 1952-53.] 

1. Population 10,000 (of re-organised area—23,614). 

2. Total Income from all sources Rs. 51,160-14-0 (in¬ 
cluding interest on deposits). 

3. Total Income from Rates & Taxes Rs. 4,381-0-0. 

4. Per capita incidence of total income Rs. 5-1-10-2. 
pies. 

5. Per capita incidence of income from taxes 
Rs. 0-7-.11. 


B. Details of Income. 

I. Tax Revenue : 

(i)—(xi). 

(xii) Local rates (Compensatory grants 
from State-Government (1) in lieu of 
Local Rates). 


Rs. a. p. 
Nil. 


4,003 0 0 


Grant from Sub-Divisional Rural De¬ 
velopment fund in lieu of choukidari 
taxes. 

Total 


II. Non-Tax Revenue: 

(a) Grants from Government— 

(i) For Roads & Buildings 

(ii) For Education 

(iii) For Medical & Public Health 

purposes. 

(iv) For other purposes 


378 0 0 
4,381 0 0 




Grand Total 


766 11 0 


51,147 11 0 


C. Details of Expenditure. 

(i) Administration .... 2,608 9 0 

(ii) Service (Water supply, drainage,") 

etc.). }■ 13,059 15 3 

(ih) Medical & Public Health . J 

(iv) Roads & buildings 

(v) Miscellaneous (Office stationery 

included). 666 1 3 


Total 


16,334 9 6 


2. Trends. —Capital grants-in-aid from Government is 
being decreased. The original Panchayat plan envisag¬ 
ed Panchayats to be self-sufficient after 5 years when 
the grant-in-aid from Government will diminish. On 
the other hand the expenditure is on the increase. The 
only problem of communication of villages require huge 
expenditure not to speak of other vital necessities of 
village life, e.g., water supply, improvement of sanita¬ 
tion, etc. Panchayat revenues cannot cope with the 
expenditure. Necessarily the pattern of expenditure 
will have to be changed. 

3. Importance of Revenue. —This Panchayat has 
scope of levying certain taxes, viz., boat tax cycle talc 
etc. The tax payers will have no reason to grudge when 
the Panchayat will provide relative facilities. 90 per 
cent of the choukidari taxes and 100 per cent, of the 
local rate collected by State Government is given to the 
Panchayat. 


4. Principal Taxes— 

(i) Local rates 

(ii) Choukidari Taxes 


Rs. 4,003 
Rs. 378 


to incre T ase revenue made for the 
betterment of the area. Local rates should be increased. 

6. Assessment of choukidari taxes is done by the 
Panchayat and the local rates on land revenue fixed bv 
the State Government. The former is collected by the 
Panchayat and the latter by the State Government alone 
with land revenue. The system of collection of the 

* nd ,he “ sh ° uid ■* <»“<*& 

,oJi and 

■“»»*" »u«. 


MEMORANDUM B. 

General property tax (not levied). 

Sec. (a) The Assam Rural Panchayat Act, 1948 pro¬ 
vides levy by Panchayat, but they have not yet levied 
the same. 

Sec. (b) Question 200.—The taxes should be corre¬ 
lated under a uniform basis of valuation assessed on 
the capital value of the properties. 

Question 201.—The capital value of the property 

should be the basis of assessment. 

Question 203.—The properties valued below a parti¬ 
cular level should be exempted. Owner occupiers and 
trusts otherwise taxed should be given a remission but 
not exempted. 

Question 204.—Yes. Progressive to the maximum. 

Question 205.—Rural Panchayats in Assam (Non¬ 
official bodies) to the extent empowered by the Assam 
Government under Assam Rural Panchayat Act, 1948, 
Section 65. 

Question 206.—The Assessment to be made by the 
Panchayat and when approved by Government, the 
taxes should be collected along with land revenue and 
transferred to Panchayat Fund. 

Question 207.—The levy should be made in propor¬ 
tion with the relative facilities provided. 

Question 208.—Yes. 

(i) The local rates on land revenue in Assam is 

moderate ; rather justifies an increase. 

(ii) Earmarking should be curtailed in so far as the 

local body concerned decides on considering 
local circumstances. 

(iii) There is hardly any suspension of land revenue 

in the State. 

Question 209.—Octroy on certain goods indirectly 
encourages production of similar things locally and 
thereby creates avenues of employment; alternatively 
terminal tax discourages export of certain goods of 
foreign demand before meeting the local needs. 

(i) Though not levied in Rural Panchayat areas there 
is scope for the same, viz. Octroy for mill- 
made cloths and terminal tax for arecanuts. 
Central Excise Duty regulations and Customs 
regulations stand in the way of implementing 
the suggestions. 

Taxes on Vehicles, boats etc. (219) (not levied). 

Sec. (a) (I): A tax on cycles, and boats may be levied 
to increase Panchayat revenue as provided under Section 
65 of A. R. P. Act 1948 (Assam Act XXVII). 

Sec. (b): Nil. 

Sec. (c); Other remarks. 

There is scope of levying' the cycle and boat tax on 
the owners of the same at a rate as the Panchayat fixes 
in a general meeting. 

Other taxes (Panchayat Chowkidari Tax.) 

(223) Sec. (a). 

(1) The tax was levied under Bengal Village Chowki¬ 
dari Act, 1870. 

(2) This tax is assessed in consideration with the 
aggregate income of the tax payer and his general 
economic condition. 

(3) (a) The Primary Panchayat Committee assess the 

(b) The said committee sometimes reconsiders and 
revises the tax if there is -any appeal; but such appeal 
and revision seldom occurs. 

_ .(c) Th e collection is done by the Secretary of the 
Primary Panchayat concerned. 




(4) The Primary Secretary collects the taxes in addi- 
uon to his other duty and as such hardly any cost of 
collection is needed. 


(5) The taxes if collected after the harvesting 
these are paid readily at a time, otherwise these 
be collected m instalments. 


season, 
have to 


(6) During the recent years there have been much 
arrears due to the floods and other calamities. Panchayat 
act provides for realisation of arrears with the help of 
revenue collectorate department by issuing distress 
warrant. 


. * ;No. Assam Rural Panchayat Act, 1648 

XXII) provides tax power to Rural Panchayats 
after due consideration. As the Panchayats have not 
yet levied taxes it is yet to see in practice the result 
Of the taxpower transferred to them. 

Question 189.—No. 

Question 190.—No. 

Question 191.—No. 

Question 192.—No. 


< 7 ) Therejs hardly any change of evasion and avoid¬ 
ance unless the tax payer leaves the area permanently. 


Sec. (b): Nil. 

Sec. (c): Other remarks : 


The tax is collected by three instalments but 
be more convenient to collect same at a time 
harvesting season. 


it would 
after the 


Question 193.—(a) Yes, (b) yes, (i) & (ii) flexible on 
local circumstances, (ui) yes, (iv) yes. 

Panchayats are empowered to levy a number of 
taxes—none levied yet, so (i), (ii) and (iii) does not 
arise. 


taxes. 


Question 194—Yet to observe when Panchayats levy 


MEMORANDUM C. 

Part I. 


Question 8.—Yes. 
Question 9.—Yes. 


etc. 


Question 15. Yes. Agriculture Income-tax, sales tax, 


Question 16 —Yes. 
Question 17. -No. 


Question 154. 


Part IV. 

-(I) Land revenue. 


. iarger the amount of revenue smaller 

should be the cess over a fixed level. 

(Ill) (a) Entirely. 

earmarWng consolidated cess should be levied instead of 
Part V. 

. , .Question 171^—Cycle tax and cart tax should be 
J®y*® d * be Panchayats on Government approval- 
proceeds coming under Panchayat Fund. 

A levy should be made for herds of cattle (above a 
wTade) nUmber) moved alon £ the roads for sale (i.e 


Question 195.—(a)No. (b) No. 

Question 196.—No. 

Question 197.—Proportion of non-tax revenue. Tax 
revenue, grants-in-aid should conveniently be 1:2:10. 

on Q ues ^ OIi ^88. Yes.. The Local Bodies should exploit 
ad tax-resources. But, at the same time, Grants-in-aid 
should continue to be given for a further period till the 
Panchayats are in a sound financial position. 

199.—(ii) (a) is preferred on the ground that 
the Panchayats cost of collection would be saved and 
because the existing procedure of collection, even if 
changed, would not save much of the State expenditure. 
In co me tax and Sales tax collected from the area con- 

Panchayat^und 6 proportionately transferred to the 

w^vT^k 11 ^ 222 ' Y e f' The Rura l Panchayats should 
levy the betterment taxes as empowered under Sec 65 
of the Assam Rural Panchayat Act. (Act XXVII) 1948. 

, f 24 ’- 1 ? the interest of the general public, 

to raise the standard of living of the masses, Panchayats 
should make use of the power of taxation to the extent 
possible considering the paying capacity of the people. 

Question 225.—No. 

Question 226.—None. 

Question 227.—None. 


Part VI. 

Question 185. Yes, so far as Assam is concerned. 

186.—I agree with the recommendation 
the Local Finance Enquiry Committee. 


Question 187. 
authority so far 


—(II) Rurual Panchayats should be tax- 
as local taxation is concerned. 


question ££8.— (b) Manual labour should be contri¬ 
buted as arranged by Rural Panchayats for implement¬ 
ing the development programme as provided under 
Assam Rural Panchayat Act (Act XXVII), 1948. It is 
suggested that all male adults of the particular locality 
should .contribute manual labour to the developmental 
work each of the defaulters paying double the amount 
of one-man-labour-wages fixed for the day of work 
This has been tried with success in some of the Rural 
Panchayat areas. 



BIHAR 

Replies of the Bhagalpur Municipal Committee, to the Questionnaire and Supple¬ 
mentary Questionnaire of the Taxation Enquiry Commission. 


Question 185. —The local taxation in India is, in my 
opinion, not satisfactory. I think, the system of local 
taxation requires certain changes. 

Some of the defects may be enumerated below: — 

(a) Constitutionally the local bodies are not. quite 

free in the matter of taxation and the power 
of imposition of taxation rests with the State 
Government. The result is that State Govern¬ 
ment in majority of cases utilise that power 
to augment its own sources of revenue and 
the financial condition of the local bodies is 
generally not satisfactory. 

(b) The municipality has to confine its attention to 

only few items of taxation which form the 
chief sources of its income and consequently 
the rates have to be fixed high which becomes 
a source of grievance among the rate-payers. 
In Bihar State property tax forms the bulk 
of the income of the municipalities! This has 
got a different effect on the construction of 
buildings in urban area and the middle class 
and poor people are very hard hit and they 
prefer to live outside municipal area. 

In my opinion, the items of taxation should be in¬ 
creased and the rate of taxations of house property 
should be lowered. The Municipality should be given 
power to impose entertainment tax, motor vehicle tax 
and sale tax within the Urban area or some such 
arrangement should be made so that the bulk of the 
revenue derived from these sources may be utilised by 
the municipality. 

Question 186. —Act 246 of the constitution of India 
speaks of three kinds of lists: (1) Union list, (2) State 
list and (3) Concurrent list only. But there is no 
separate list for the local bodies and the taxes meant 
for the local bodies are included in the State list. Item 
No. 92 of the Union list “ Taxes on the Sale and pur¬ 
chase of newspapers and on advertisements published 
therein ” should be included in the State list and the 
local bodies should be allowed to tap this source as 
these taxes are entirely in the region of the Provincial 
Government and local bodies. 

I agree with the recommendation of the Local 
Finance Enquiry Committee regarding the transferrance 
of the “ terminal taxes" from the Union list to the 
State list. 

Question 187.— While imposing a particular tax the 
paying capacity of the tax-payers should be taken into 
consideration and also if it is easily realisable. In my 
opinion local taxes on the basis of income app'ears to 
be ideal. I think. Holding tax in the case of city cor¬ 
poration appears to be more suitable but in the case of 
municipalities a tax “ on circumstances and property ” 
would be easily entertainable. 

Question 188. —In this connection my answer to Ques¬ 
tion No. 185 may be seen. I think, provision for a 
separate list for local bodies should be made and they 
should be given independent powers to make imposi¬ 
tion of taxes subject to a minium and maximum limit. 

Question 189. —Entertainment tax and Sale Tax, etc., 
are local by their nature and the municipalities and cor¬ 
porations should be empowered to levy such taxes. 

Question '190. — I know of no such instances. 

Question 191. —The power of taxation of local bodies 
depends on their respective constituent enactments they 
do not include all the subjects of taxation. Although 
“ Taxets on professions, trades, callings and employ¬ 
ments ” are included in the State list (vide item No. 60) 
the power of imposing such taxes was not transferred 
to the municipalities in Bihar until only recently in the 
year 1954 when the financial conditions of the municipal¬ 
ities became very unsatisfactory due to the rise in the 
cost of the upkeep of the establishment and other items 
of expenditures given in Section 68 of the B. & O. 
Municipal Act, 1922. This concession was granted after 
years of struggle. 

Question 192. —This question can be better answered 
by the District Boards or village Panchayats. 


Question 193.—In the case of the municipalities in 
Bihar State, I think, sufficient provisions have been 
made in the B. & O. Municipal Act, 1922 with respect 
to powers to decide regarding the levy of taxes, regard¬ 
ing the rate of levy of the taxes and the assessment of 
the taxes. But provisions regarding the collection of the 
taxes are not very satisfactory, e.q., though “ holding 
tax ” by virtue of section 121 (A) is a first charge on 
holdings subject to the prior payment of the land re¬ 
venue all arrears of such taxes cannot be realised as a 
public Demand under the B. & O. Public Demands Re¬ 
covery Act, 1914 (vide Sec. 129B of the B. & O. Muni¬ 
cipal Act, 1922). Then again, vehicle taxes in respect 
of cycle, cycle-rickshaws, etc., cannot be effectively 
realised in absence of the power of seizure of such 
vehicles as in the case of bullock carts (please see sees 
tion 160 of the B. & O. Municipal Act, 1922). 

Also in the case of (b) (iii) the provisions made in 
the B. & O. Municipal Act, 1922 regarding the 
machinery of assessment revision and appeal are not 
very satisfactory in as much as assessment and revision 
or review of assessment is not made by bodies who are 
quite independent and it is not uncommon that in large 
number of cases it is marked by favouritism and corrup¬ 
tion. It has been found by experience that drastic re¬ 
duction in valuation is generally made by the Review 
committee and the members of the committee are not 
above influence and “ Pairvies ”. Properties of the 
same nature or specification are differently assessed »n4 
houses or holdings of the municipal commissioners are 
generally assessed low. These defects may be removed 
if Government machinery is set up for the aforesaid 
purpose. 

Question 194.—I think, in certain cases the powers of 
taxation exercisable by the State Government and the 
local bodies are the same and overlapping, e.p., taxes 
on vehicles (entry No. 57) ; Taxes on lands (entry 
No. 49); Taxes on the entry of goods into a local area 
for consumption, use or sale therein (entry No. 52); 
Taxes on luxeries (entry No. 62) and so on. 

It has been found that in actual practice the same 
subject is taxed both by the State Government and the 
local body. This gives rise to multiplicity of taxes in 
respect of the same subject. Items of taxation which 
should be exclusively imposed and utilised by the local 
bodies are utilised by the State Government. It has 
also been the case that in some instances the State 
Government have been found reluctant to allow the 
local bodies to utilise a certain item of taxation because 
the same cannot be imposed without the sanction of the 
State Government (vide section 82 of the B. & O. Muni¬ 
cipal Act, 1922) and in some cases provisions for fresh 
taxation was made after abnormal delay, e.g., provisions 
for imposition of taxes on professions, etc. (entry No. 60) 
have been made only recently in the year 1954 in the 
B. & O. Municipal Act, 1922 although this question was 
raised several years back. 

Question 195.—The local bodies do not enjoy the 
same status in the matter of taxation which the State 
Government does. In the case of the municipalities in 
Bihar they can not go beyond the list of takes and fees 
given in section 82 of the B. & O. Municipal Act, 1922 
and even those taxes and fees cannot be levied without 
the sanction of the Provincial Government. The choice 
of the municipal authorities are restricted. They have 
sometimes to tax the same sources of income and that 
too at higher rate which have already been taxed by 
the State Government or Central Government. This 
gives rise to complaints. As for example: Taxes on pro¬ 
fessions, trades, callings and employments. This is in 
the nature of the Income-tax which is levied by the 
Central Government. I am of opinion there should be 
a separate list for local bodies exclusively meant for 
them. 

Although in certain cases the same source of income 
is tapped by the Central or State Government and the 
local bodies the principle and the rate of taxation do 
not appear to be the same and so each body has to 
maintain separate staff. 

Question 196.—The taxes are numerous and multiple 
and powers of taxation exercisable by the Central and 



State Government and local bodies are overlapping. My 
answers.to question Nos. 194 and 195 may also be seen 
in this connection. 


In such cases and cases of other like nature provision 
should be made in the B. & O. Municipal Act, 1922 for 
police help to facilitate realisation of all kinds of taxes. 
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Question 197.—The proportion borne by the tax re¬ 
venue and non-tax revenue is disproportionate and grants- 
in-aid-is meagre and scanty and does not answer the 
need of the local bodies. 

Question 198.—In my opinion, the local bodies do not 
make proper and full use of the tax resources avail¬ 
able to them. But they are helpless to a great extent 
in doing so as the provisions in the various constituent 
enactments of the local bodies are defective. I, there¬ 
fore, think that in such circumstances further grants-in- 
aid should not be stopped. If this is done it would add 
to the difficulties of the local bodies. 


Question 207.—In the state of Bihar State Govern¬ 
ment properties are treated in the same manner as 
private properties and service taxes are accordingly 
realised from them in the manner laid down in the 
B. & O. Municipal Act, 1922. But in the case of Central 
Government properties the position is very difierent. 
Under section 154 of the Government of India Act, 1935, 
buildings constructed by the Government of India after 
April 1, 1937 are exempted from payment of municipal 
taxes. I think, this artificial date line should not be 
fixed. Amount of taxes—Service taxes as well as pro¬ 
perty tax—should be calculated with reference to the 
rate of tax prevailing at the time of assessment. 


Question 199.—I would prefer transference of addi¬ 
tional power of taxation to the local bodies. Assign¬ 
ment of a proportion of a tax or taxes collected by the 
State Government is not desirable as it would make 
the local bodies dependent on the State Government. 
It is necessary that the local bodies should have their 
own experiences and training in such matters. 

Question 200.—I think, these different taxes should 
be correlated into a more rational system and for this 
purpose a uniform basis should be adopted namely: 
Annual Rental Value. 

Question 201.—As regards the question of valuation 
the basis should be the annual rental value and in this 
connection I agree with the recommendations of the 
Local Finance Enquiry Committee for the reasons given 
in its report. 

Question 202.—Regarding the levy of urban immov¬ 
able property tax I agree with the views of the Local 
Finance Enquiry Committee expressed at page 74 of its 
report. 

Question 203.—In the case of the municipalities 
situated in the state of Bihar there is a provision in 
the Bihar and Orissa Municipal Act, 1922 that “ where 
the aggregate annual value of all the holdings held by 
any one owner within a municipality does not exceed 
six rupees the tax on such holdings shall not be 

imposed.” (vide section 84(4) of the Act). But it 

is doubtful whether such an exemption under the exist¬ 
ing circumstances is at all helpful to encouraging house 
building. Such exemption should, in my opinion, be 
done away with. 

In the case of properties of owners meant for resi¬ 
dential purposes (i.e., owner-occupiers) I do not think 
that they should be dealt within a way different from 
other properties. If this is done, it may lead to various 
abuses and the municipality may be put to loss. 


Question 208.—This does not concern the munici¬ 
palities. 

Question 209.—This does not concern the municipali¬ 
ties. 

Question 216.—In the province of Bihar Octroi and 
terminal taxes are not prevalent and we have got no 
practical experiences of the workings of these taxes. 
But so far the merits of the two taxes are concerned I 
would prefer terminal tax to octroi as the former is 
less burdensome on through trade than Octroi with a 
problematical refund. Octroi duty is vexation and 
give rise to various abuses and as such octroi duty should 
be abolished where it is prevalent at present and should 
be substituted by terminal tax or other kinds of taxes 
of light nature. 

Question 217.—In may opinion ‘' pilgrim tax ” by its 
nature cannot be widely adopted. It is more suitable 
for places which are centres of pilgrimage. “Pilgrim 
tax ” in the nature of “ terminal tax ” may be levied 
on passengers in big cities .and important centres of 
trade and industry where large number of people congre¬ 
gate and transact business. The suburban population 
round about big cities visit such cities and enjoy the 
amenities provided by the local authority and this put 
heavy strain on municipal services and in such circum¬ 
stances it is desirable that pilgrim tax should be imposed 
on such floating population by levying a tax on ration 
cards or hotel bills or passengers’ tickets. 

Question 218.—I think, Poll tax is in the nature of 
Capitation tax and is levied upon a person without 
any regard to his property, business, etc. Since the 
tax is of a general nature such tax should be light It 
may be a source of good income to the local bodies, 
especially in the case of the municipalities. But in 
rural areas such tax need not be levied as the villagers 
are generally poor and without occupation. 


As regards charitable or educational holdings, etc., 
the provisions made in section 84(2) of the B. & O. 
Municipal Act, 1922 are quite sufficient. But I would 
suggest that there should be periodical inspection of 
such holdings in order to find out whether they are 
exclusively used for the purposes for which they are 
meant and there should be no exemption in such cases 
from service taxes. 

As regards remission or refund on account of vacant 
holdings I think, the provisions made in section 111 of 
the B. & O. Municipal Act, 1922 are quite reasonable 
and sufficient. 


Question 204.—In my opinion property tax should be 
progressive. The rate of taxation should vary with the 
increase in the valuation of the holdings. This would 
be encouragement to construction of small holdings and 
would give relief to poor and middle class people living 
m the municipality. The rates of taxation on the valua¬ 
tion of the holding should be reasonable and according 
to paymg capacity of the rate-payers. The rate of taxa¬ 
tion may vary at 4 per cent, for every Rs. 5,000 upto a 
maximum of 18 per cent, or thereabout. 


Question 205.—In the case of the municipalities there 
should be uniformity regarding the powers of levy of 
property tax. 


Question 206.—In this connection my answer to au< 
tioo No. 193 may be seen. I think, to avoid favourite 
and corruption in the matter of assessment it is nee< 
sary to set up Government machinery. 


As regards collection of taxes it has been found that 
of late rate-payers have taken recourse to use of the 
force to avoid realisation of taxes by distress warrant 


Question 219.—(a) I think, the municipalities in Bihar 
are not entitled to levy any kind of tax or fee on Motor 
vehicles. But the motor vehicles no less ply on the 
mimicipal roads and due to introduction of motor trucks 
and buses, the income derived from the cart and vehicle 
taxes has been affected. I think, the Motor Vehicle Act 
should be so amended as to allow the municipalities also 
to charge vehicle tax and registration fee from such 
vehicles also. 


(b) In my opinion, for the purposes of the District 
ooara ana Local Boards this form of taxation appear suit^- 
able. But in the case of the municipalities, the position 
is different. The municipalities in Bihar already charge 
licence fee from markets and stall holders, etc., ar.d so 
this kind of tax does not appear suitable in urban 
areas. Also very few municipalities in Bihar have got 
ferry, bridge or harbour and the income derived from 
the imposition of this kind of tax would not be much. 


Question 220.—I think, the limit of Rs. 250 is rather 
low. It should be raised to Rs. 1,000 as suggested by 
the local Finance Enquiry Committee. But the profes- 
S1 ? ri , tax should not be imposed by those local bodies 
which levy octroi or terminal tax. Also those persons 
whose taxable income do not exceed Rs. 1,500 should 
be exempted. 


Question 221.—In my opinion the local bodies should 
be allowed to levy theatre tax as provided in entry 
No. 33 of the State list and also entertainment duty. 

Question 222.—Improvement Trusts or Municipalities 
where they act as Town Planning authority should be 
empowered to levy Betterment tax and this, I think, 
should be imposed on all kinds of properties—private* 
State or Union. . ’ 
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Question 223.—I think, municipalities should be given 
the power to impose entertainment tax, theatre tax and 
also electricity duty. The State Government should also 
contribute liberally out of the sale proceeds of the Sales 
Tax levied by them. 

Question 224.—I think, a maximum and a minimum 
rate should be fixed for each kind of taxes and provision 
for this should be made in the various constituent enact¬ 
ments where there is no such provision. The Slate 
Government should be empowered to increase the rate 
of taxes if the local bodies disregard their instructions 
to increase the same. 

Question 225.—In this connection my answer to ques¬ 
tion No. 193 may be seen. 

Question 226.—This relates to State Government. 


B. Details op Income 

I. Tax-Revenue — 


Rs. 


(i) General Property Tax 

(Tax on houses and lands) . 2,30,649 

(ii) “ Service ’* Taxes (water, lighting 

drainage, conservancy, etc.) . 3,03,277 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal Taxes (to be 

shown separately) 


(v) Tolls 


Question 227.—None. 

Question 228.—I think, contribution of manual labour 
for the various development schemes should be spon¬ 
taneous and it should not be made a subject of taxation. 


(vi) Taxes on goods and passengers 

carried by road or inland water¬ 
ways . 

(vii) Taxes on vehicles, animals 


2,915 


Statement showing the income and expenditure of the 
Bhagalpur Municipal Committee. 

A. General Information 

1. Population .... 115,075 

Rs. as. p. 

2. Total income from all sources . 13,91,553 3 3 

3. Total income from .rates and 

• taxes . 5,36,841 0 0 

4. Per capita incidence of total 

income .... 7 13 2 

5. Per capita incidence of income 

from taxes . . . . 4 10 7 

6. Rates at which the principal 

taxes are levied 


(viii) Profession Tax ... 

(ix) Theatre Tax .... 

(x) Pilgrim Tax .... 

(xi) Town Improvement and “better¬ 

ment ” taxes 

(xii) Other taxes, cesses and rates (to 
be specified separately) 

Total 


1,83,428 


7,20,269 


Replies of the Patna Municipal Corporation to the Questionnaire of the Taxation 

Enquiry Commission. 


Part VI— Local Taxation 

Question 185.—The existing resources of the local 
bodies are inadequate for efficient discharge of their 
functions. Further sources of revenue are required to 
be provided. Besides proper assessment, collection of 
existing taxes is necessary. 

Constitutionally, local bodies are handicapped in the 
sense that they have no independent power of selecting 
taxes for their purpose, as they have to depend on the 
State and Central Governments as to which of the rates 
and taxes enumerated in the Constitution of India would 
be spared for local bodies. The terminal tax on goods 
and passengers carried by railways cannot be levied 
unless Central Government agree to it. Similarly the 
entertainment tax. Sales tax. Electricity duty and taxes 
on goods and passengers carried by motor buses are 
taxes of local nature which should have been assigned 
so local bodies but are denied to them in this State. A 
decision is, therefore, necessary as to which of the 
taxes, etc., would be suitable and ear-marked for the 
City Corporation and Municipalities. 

Under section 123 of the P. M. C. Act, the Patna 
Municipal Corporation can impose tax on holdings 
situated within Patna assessed on their annual letting 
value a tax imposed for services rendered, for instance, 
water tax, latrine tax, lighting tax, etc., a tax imposed 
on vehicles, horses and other animals kept within Cor¬ 
poration ; fee on the registration of vehicles kept or 
used or plied on hire within the Corporation ; a tax on 
trades, professions and callings; a toll or duty on 
animals or goats brought within the Corporation for 
sale, consumption or use therein subject to such excep¬ 
tions as may be prescribed ; a fee on vessels moved 
within the limits of Patna at ghats or place constructed 
or maintained by the Corporation ; a fee on the registra¬ 
tion of dogs ; a toll on vehicles, carts and animals enter¬ 
ing Patna but not liable to pay any tax or fee as in 
clause (/), (p), (h) of sub-section (1) of section 123 of 
the Act; a fee on the registration of platforms ; a tax 
on all advertisements exhibited to public view within 
Patna other than advertisements published in news¬ 
papers and any other tax, cess, duty or fee or a sur¬ 
charge on such taxes, cess, duty or fee which the State 
Legislature has power to impose under the constitution 
of India. 

It will thus appear that the scope for imposition of 
taxes by municipalities has been determined by law 
and there is no choice left to them for augmenting their 


income. In this connection a reference may be made 
to section 63 of the Patna Municipal Corporation Act 
which lays down the purpose to which municipal fund 
is applicable. In a welfare State there is ever increas¬ 
ing call on the services to be rendered by the Corpora¬ 
tion and the Standard of efficiency demanded is also 
rising. It may, therefore, be seen that the resources of 
the municipalities are not commensurate with their res¬ 
ponsibilities which they are called upon to perform. 
This Corporation is in entire agreement with the re¬ 
commendations of the Local Finance Enquiry Committee 
embodied in para. 131 in which they suggest that a con¬ 
vention may be established by which net proceeds from 
certain sources of revenue should be exclusively avail¬ 
able to the local authorities. 

Question 186.—There are certain provisions in the 
Constitution which make it impossible for local body 
to levy tax even for services rendered by the local 
body. Article 285 of the Constitution provides that pro¬ 
perty of the Union shall save in so far as the Parlia¬ 
ment may by law or otherwise provide to be exempted 
from payment of taxes imposed by the State or by 
any authority within the State. The result is that hold¬ 
ing tax on buildings prior to the enactment of the 
Government of India Act cannot be varied, no enhance¬ 
ment of tax is possible on Central Government buildings 
whether they are enlarged or area added to the 
same and as such no new tax can be imposed. It has 
also been decided that buildings constructed by the 
Government of India after the 1st April, 1937 on re¬ 
quisitioned lands are also exempted from payment of 
municipal taxes. It has been conceded that local bodies 
can in consultation with the railways and other Central 
Government Department fix contractual rate for ser¬ 
vices rendered by them to the latter. In actual practice 
it is not possible for the local bodies to come to any 
understanding much less to collect taxes or rates from 
the Central Government Departments. It seems desir¬ 
able to modify the law regarding taxation of Union 
buildings by local bodies specially regarding service tax 
for the obvious reasons that such buildings are coming 
up in numbers in important towns and the services re¬ 
quired by them from local bodies are sufficiently expen¬ 
sive. Similarly, a modification of law is necessary for 
inclusion of Terminal tax on goods or passengers carried 
by railway, sea or air from Union list to the State list 

Question T87.—Broadly speaking, those taxes of 
which a cause of action arise entirely within the limits 
of the local areas should be considered for selection as 
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local taxes. In other words, the income accrued entirely 
in the urban area or paid tor in that area should be one 
of the criteria for suitability of local taxation. For 
example, Entertainment tax is realised within the limit 
of town from the inhabitants of the town for entertain¬ 
ment in the town. On the other hand, the income tax 
cannot be a local tax as the total income of a man can 
be derived from the sources scattered over beyond the 
limits of a local area. 

• 

Question 188.—Devolution may be considered to 
be inadequate. 

Question 189.—As has been pointed out in para¬ 
graph 130 of the report of the Local Finance Enquiry 
Committee the inclusion of certain taxes which were 
for use of local body in the provincial list has proved 
unfavourable for local authorities as the State Govern¬ 
ment have utilised for their own purpose as was previ¬ 
ously recognised to be purely local tax for their own 
purpose. It will thus be seen that there has been 
failure as far as devolution of one or more suitable taxes 
upon an appropriate catagory of the local body. As for 
example when the sales tax was imposed in the State of 
Bihar, it has been contemplated that it should be devot¬ 
ed to augment the income of local bodies for expenditure 
on education in the State which has not, however, 
materialised. 

Questions 190, 191 and 192.—No information is 
available. 

Question 193.—(a) The Patna Municipal Corpora¬ 
tion has power to decide which of the taxes that have 
been enumberated in section 123 of the Patna Muni¬ 
cipal Corporation Act would be levied by it but the 
previous approval of the State Government is neces¬ 
sary for the imposition of the taxes. 


Question 203.—In this Corporation where the aggre¬ 
gate annual value of all the holdings held by any one 
owner within the Corporation does not exceed Rs. 18 
the tax on holdings is not imposed on any of the hold¬ 
ings of the said owner. The Act does not make any 
concession to owner occupier of the holding. Under 
sub-section (3) of section 124 of the Patna Municipal 
Corporation Act on the recommendation of the Corpora¬ 
tion the State Government may exempt any holding or 
a part of the holding which is used for any charitable 
purposes. Since the inception of the Corporation no 
such exemption has been recommended to State Govern¬ 
ment. When the holding has been unoccupied or un¬ 
productive of rent for 30 or more consecutive days 
during any year and written notice of the fact has been 
given to the Chief Executive Office of the Corporation, 
he will remit if the tax has been paid and will adjust 
against future demands i of so much of taxes to that 
year as may be appropriate to the number of days of 
the said holdings has been remained un-occupied 
from the date delivery of such notice. The burden of 
proving the facts entitling any person to claim relief 
under section 146 of the Patna Municipal Corporation 
Act is upon the person concerned. It will not be 
possible for the Corporation to grant concession to new 
buildings as it will have to render service since the 
buildings has been completed. 

Question 204.—The answer is in the negative. 

Question 205.—The Patna Municipal Corporation Act 
levies holding tax. The levy of holding tax is subject 
to the restriction imposed under section 124 of the Act. 

Question 206.—The Corporation agree with the re¬ 
commendations of the Local Finance Enquiry Committee 
in this regard, vide paragraph 29 on page 490 and para¬ 
graph 77-85 on page 495 of the report. 


(b) There is no provision for stipulated minimum rate 
of taxes. The maximum rates are, however, prescribed 
either by law or by rules. The Corporation nas power 
to make necessary arrangement for assessment and col¬ 
lection. Under the rules it is required to maintain a 
particular standard of collection but there is no law. 
Under section 147 of the Patna Municipal Corporation 
Act the Corporation may if it thinks fit and shall, If so 
required by the State Government employ a person to 
determine the annual value of the holdings in accord¬ 
ance with the principles laid down in section 130 of the 
Act. 

(c) The question does not arise. 

Question 194.—The answer is in the negative. 


Question 207.—In this Corporation Service taxes also 
are based on the annual value of the holdings. Assess¬ 
ment and collection of these taxes is on the same line as 
those of the holding tax. When these taxes are realised 
from the owner, they can realise themselves in return 
from the occupiers. The conditions subject to which 
taxes are levied are given in sections 125, 126 and 127 
of the Patna Municipal Corporation Act. 

Properties of State Government stand on the same 
footing as private properties in regard to rates and 
liabilities of taxes. There is no reason why the Central 
Government’s properties should not be similarly treated. 

Question 208.—This does not concern the Corpora¬ 
tion. 


Question 195.—As far as the municipal finances 
are concerned, there is no question of defective co¬ 
ordination as envisaged in this paragraph. 

Question 196.—So far as I think, no such defect 
is noticeable in this State. 

. Question 197.—-No comments to offer. 

Question 198.—Being popular bodies it is in the 
nature of things that they should be reluctant to make 
themselves unpopular by making full use of the tax re¬ 
sources available to them. Influence and nepotism are 
also responsible fbr unfair taxation and, therefore, it 
has been suggested by the Local Finance Enquiry Com¬ 
mittee that there should be a Central Organisation for 
valuation of properties in municipalities who should not 
only value the properties but should hear objections, 
Though the view held by the Local Finance Enquiry 
Committee in paragraph 232 of the report is shared by 
this Corporation, still it is considered necessary that 
financial aid should come through the Government so 
that the Corporation may execute constructive schemes 
and programmes, for example, housing, improvement 
schemes, etc. 

Question 199.—This Corporation will prefer an 
additional power of taxation as well as grants-in-alds. 

Question 200.—If co-relation be possible, it would 
be preferable. The Patna Municipal Corporation Act 
provides annual value of holdings to be fixed on the 
gross annual rental at which the holding may reasonably 
be expected to let, vide section 130 of the Patna Muni¬ 
cipal Corporation Act. 

Question 201.—Same is in 200 above. 

Question 202.—So far as I know there Is no urban 
property tax in this State imposed by Government and 
most of the Municipalities are levying holding tax. 


Question 209.—In accordance with the provision of 
clause (j) of sub-section (1) of section 123 a toll or duty 
on animals or goats brought within Patna for sale, con¬ 
sumption or use therein subject to such exceptions as 
may be prescribed is to be levied by the Corporation 
with the approval of the State Government. The.pro¬ 
posals have been submitted to Government for levy of 
this tax by the Corporation. This tax has not been 
levied as yet. So we have no practical experience about 
this duty. As the finances of the Corporation is poor 
so Town Duty as well as the Terminal Tax are desir¬ 
able to augment the income of the Corporation. Col¬ 
lection of terminal tax is usually made through the rail¬ 
ways, therefore the Corporation will not be required to 
employ extra staff and as a result of which the cost of 
collection will be very little. For the imposition of 
Town duty the Corporation will have to employ consider¬ 
able staff to make necessary arrangement for check- 
barriers. There is no question of evasion of terminal 
tax because it is realised along with the cost of the 
passengers tickets or the railway receipts for the goods 
booked but there is a chance of leakage of octroi duty 
by the corrupt staff of the municipalities but even then 
this tax should be imposed by the municipalities because 
it will augment their income to a considerable extent. 


question Aiv —uctroi or terminal tax is, no doubt, 
undesirable form of taxation but has to be tolerated only 
as a necessary evil as municipalities do not find any 
other alternative source of income. 


Question 211.—The recommendations of the Local 
Finance Enquiry Committee of Report at pages 491-492 
are generally accepted by this Corporation. 

Question 212.—This Corporation has no idea about it. 

Question 213.—This Corporation agrees with the re¬ 
commendation of the Local Finance Enquiry Committee 
in paragraph 478 of their report that octroi should be 
levied generally on an ad valorem basis but there should 
be no objection to maundage or other basis in the case of 



4 > 


articles where ad valorem basis is not suitable. This 
Corporation has no experience about the procedural 
delays and defects. 

Question 214.—The answer is in the affirmative. In 
such a case the tax may be realised along with the 
freight which will save both the municipalities and the 
tax payers from much botheration. 

Question 215.—Nothing. 

Question 216.—The tax should be in nature of the 
terminal tax. The terminal tax should be for local 
bodies. 

Question 217.—It cannot be disputed that in a bigger 
town the floating population must pay for the amenities 
provided for by the municipalities. This is specially so 
in the case of municipalities visited by a large number 
of pilgrims. Patna City which is in the Patna Muni¬ 
cipal Corporation area is a pilgrimage places for 
Sikhs as the last Guru of the Sikhs, namely, Shri Guru 
Govind Singh was bom there. Terminal tax should be 
imposed in the Corporation area as the Corporation has 
to make necessary arrangements for cleanliness of the 
place and health of the visitors. The best way of col¬ 
lecting taxes would be to realise it along with the 
charge of the railway tickets. With the terminal tax, 
the octroi duty and the pilgrimage duty are levied by 
municipalities it does not seem necessary to levy poll 
tax. 


Question 220. —It is considered that tha maximum 
limit of profession tax should be at least Rs. 500‘. There 
is already a provision for imposition of this tax in the 
Patna Municipal Corporation Act, vide clause (i) cf the 
sub-section (1) of section 123 of the Patna Municipal 
Corporation Act. Proposals have been submitted to 
Government for imposition of this tax. 

Question 221.—When the Entertainment Tax is levied, 
the Theatre Tax may not be levied because it will 
generally affect the middle class people which is already 
a hard-hit. 

Question 222.—Where municipalities do increase the 
value of property situated in an area by the schemes of 
improvement, they should be entitled to receive at least 
50 per cent, of the increase in the value. 


Question 223.—Nothing. 
Question 224.—Nothing. 


Question 225.—The Corporation accepts in principle 
the recommendations of the Local Finance Enquiry Com¬ 
mittee Report that there should be a Central 
Department for valuation of holdings. When thirTs' 
done, the assessment of taxes which are based on annual 
value, will be quite an easy thing. 


^ oes ^ For Collection of taxes this Corporation generally 

(b) This may be leviable only in respect of vehicles accepts the recommendations of the Local Finance 

entering municipality and not already registered in it. Enquiry Committee report on pages 494-495 of the report. 

There is already a provision for imposition of tax in * 

the Patna Municipal Corporation Act, vide clause (rr<) Question 226.—I have no information, 

of sub-section (1) of section 123 of the Patna Municipal 

Corporation Act. The Corporation has submitted its pro- Question 227.—Nothing, 

posal for imposition of this tax in Patna for augment 

ing its income. Question 228.—The answer is in the affirmative. 

Memorandum of the Ad Hoc Committee, representing Local Bodies in Bihar, to 

the Taxation Enquiry Commission. 

General Note. 4. At the present time there is no planning of local 

administration and each local authority is pursuing a 
Governmental powers and functions are decentralis- a programme which it considers best for the time being, 

ed best by efficient local administration. But no specific and which it can manage with its limited finances, 

recognition seems to have been made of this fact either There is thus a lack of cohesion, and the full impact of 
in the Constitution of India or in the First Five Year even the work being done by local authorities is hardly 

Plan. Local administration, as such, hardly finds a perceptible. This Committee considers that any plan 

place in them. There is not even a direct organisation for the development of the country must necessarily in- 
under the Central Government to plan and co-ordinate elude a plan for the development of local administra¬ 
te activities of local administration. These have re- tion and for the development of the country with the 

suited in the lack of a central planning of local adminis- assistance of local administration. In fact, local admini- 

tration for the whole of the country. If decentPBiisa- stration, being the units of State administration, should 

tion of functions is to be achieved through local adminis- be invariably made the base of a development plan, 

tration, it is of the utmost importance that there should The Constitution directs the establishment of Panchayats 

be a central organisation to plan and guide the functions (the smallest local authorities) throughout the country, 

of the local bodies. Obviously this can be done only and, in the opinion of this Committee, all plans for the 

by the creation of a separate Ministry of Local Govern- development of education, Public Health, rural com¬ 
ment in the Government of India. munications, agriculture, etc., should start from the 


2. It has become difficult now to specifically state 
the functions of a local authority. For instance, primary 
education, which used to be the sole concern of local 
authorities before, has now, by a direction made in the 
constitution, attained the status of national importance. 
As the different items of local administration have 
gained in importance, a clear attempt has been visible 
to remove them from the orbit of local administration 
and to make them a direct responsibility of the State. 
This is particularly visible in the fields of Communica¬ 
tion, Public Health and Education. In order to have a 
clear picture of the finances required by any class of 
local authorities, it is necessary to first have a clear 
picture of its functions. A stage has, therefore, now 
oeen reached when a clear demarcation is made between 
the functions of a State Government and those of the 
local authorities under it. 


Panchayats. This is not a feature of the First Five 
Year Plan, although certain types of assistance to the 
local authorities have been visualised in it. Future 
planning must take into account the functions to be per¬ 
formed by the local authorities—both rural and urban. 

5. Certain items of development envisaged by-ltae 
development plans should essentially be implemented 
with the assistance of local authorities without placing 
any financial responsibility on them. For instance, 
major schemes like drainage, sewerage and water sup¬ 
ply in towns, which are obviously beyond the financial 
capability of Municipalities or even a Municipal Cor¬ 
poration, should be wholly financed out pf the funds 
made available in the Five Year Plan and should be 
implemented and maintained with the assistance of 
the Municipalities concerned. Finance should be read¬ 
ily available, even in the shape of loans, for the con¬ 
struction of markets, development of land and improve- 


3. Local authorities are blamed for failure to carry 
out their functions properly and efficiently. No atten¬ 
tion is, however, generally paid to the limitations from 
which they badly suffer. Almost every local authority 
in the country is faced with a serious financial crisis. A 
comprehensive study of the problem was made by the 
Local Finance Enquiry Committee set up by the Govern¬ 
ment of India. This Committee made a number of 
excellent recommendations which are, however, yet to 
be implemented. This Committee strongly feels that it 
will be impossible to tone up local administration until 
at least the major recommendations of the Local 
Finance Enquiry Committee are implemented. 


ment of slums which would ultimately augment not only 
the finances of the Municipalities concerned, but also the 
national wealth resulting in increased revenue to the 
State Exchequer. 

6. There are certain items of taxation the proceeds 
of which, this Committee feels, should legitimately be 
handed over to local authorities. Imposition of terminal 
taxes, should be liberally permitted. Entire proceeds 
of entertainment tax and tax on sale of electricity and 
petrol should go to the local authorities. Similarly a 
portion of sales tax should be handed over to them and 
a portion of the land revenue should be made available 
to the rural local bodies. 
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7. Ijocal administration is usually characterised as 
extremely inefficient which is reflected particularly in 
assessment and collection of taxes. But at present there 
is no arrangement to train up the staff of the local 
authorities. There is, therefore, an urgent necessity of 
having a Local Government Institute constituted for 
training the staff of local authorities, on the lines of the 
Local Self Government Institute at Bombay. 


Replies to Questions contained la part 6 of the 
Questionnaire. 

Question 185. —The present system of local taxation 
in India is not considered by this Committee to be satis¬ 
factory. The most serious defect is, in its opinion, con¬ 
stitutional. The Constitution recognises only two 
authorities for taxation, namely, the Union and the 
State Legislatures. Local Authorities derive their power 
of taxation from the State Governments. Unlike the 
“ Scheduled Taxes ’’ under the Government of India 
Act, 1919, the Constitution does not lay down that the 
proceeds of any specific tax would be set apart for local 
administration. There is at present a good deal of 
diversity in the items of taxation imposed for the benefit 
of different local authorities in different States. For in¬ 
stance, while the Bombay and Madras Governments 
have considered it advisable to make a portion of tiieir 
land revenue available to the Panchayats, it has not 
been considered necessary in Bihar at present to share 
revenue with the Gram Panchayats, or to assign any 
revenue to them, or even to advance any loan to them. 
In the case of Municipalities, while terminal tax has 
been levied at many places in Uttar Pradesh, there is 
only one place in Bihar which has the advantage of this 
tax and all attempts for imposition of this tax at other 
places have so far proved to be futile. In the case of 
Improvement Trusts, while the Calcutta Improvement 
Trusts has been allowed the benefits of terminal tax 
on passengers, export duty on jute and a recurring grant 
of Rs. 1,50,000 per year for 60 years, the Patna Improve¬ 
ment Trust has been given just a Government grant 
of Rs. 1 lakh per year for five years. This Committee 
considers it to be necessary to have more or less an 
uniform system of local taxation throughout the country. 
It also considers it necessary to clearly demarcate the 
functions of local administration vis-a-vis State Adminis¬ 
tration. These can be achieved properly by Constitu¬ 
tional directions only, and the necessary financial re¬ 
quirements can be insured only by specific earmarking 
of certain taxes for the local authorities. 

The actual operation of the existing system is also 
to a certain extent defective. Local Authorities have 
been given by the various Acts powers to impose a num¬ 
ber of taxes. But the actual imposition needs the pre¬ 
vious sanction of the State Government. As a rule, 
local authorities, being popular bodies, are ieluctant to 
make themselves unpopular by making full use of their 
tax resources. But there have been instances when their 
requests for the imposition of certain taxes have been 
turned down. 

Question 186. —The answer to the previous question 
covers this question also to a large extent. This Com¬ 
mittee does not agree that “ terminal taxes on goods or 
passengers carried by Railway, sea or air” should be 
transferred from the Union List to the State List. It 
would, however, suggest that the imposition of this tax 
by the Union Government should, as soon as a recom¬ 
mendation is received through the State Government, be 
accepted as expeditiously as possible except for very 
special reasons. The proceeds of the tax should speci¬ 
fically be earmarked for the local authority concerned. 
The tax should continue to be collected by the Railways 
and the proceeds handed over to the local authority con¬ 
cerned, through the State Government, after deducting 
the actual cost of collection. 

Question 187.— 

I. Urban — 

A. City Corporations and B. Municipalities.—Broadly 
speaking, in the case of these local authorities, those 
taxes of which a cause of action arises entirely within 
the limits of the local authorities, should be considered 
for selection as local taxes. In other words, the income 
accrued entirely in an urban area or paid for in that 
area, should be one of the criteria for suitability of 
local taxation. For example, entertainment tax and 
tax on sale of electricity and petrol are realised within 
the limits of the town from the inhabitants of the town 
for entertainment or use in the town. Similarly, ter¬ 
minal tax is realised for entering the town or going out 
therefrom, and for enjoying the amenities provided In 
the town. These taxes should, therefore, legitimately 
form the income of these local authorities. 
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II. Rural— 

C. Local Boards and D. Village Panchayats.—Just as 
road cess is imposed and realised for the benefit of Dis¬ 
trict and Local Boards, some apportionment from land 
revenue, agricultural income-tax, or sales tax should 
be made in favour of these local authorities. The Com¬ 
mittee would also suggest a surcharge to be levied on 
sale tax on K. oil the proceeds of which should be ear¬ 
marked for. these rural local authorities. 

Question 188.—This Committee sugests the earmark¬ 
ing for the local authorities the taxes recommended by 
the Local Finance Enquiry Committee in para. 131 of 
their report and also the tax cm sale of petrol and 
a surcharge on the tax on sale of K. oil and the agri¬ 
cultural income tax and an apportionment from the pro¬ 
ceeds of land revenue and sales tax. Tax power may 
be given to the local authorities only in respect of these 
taxes which are at present already within their tax 
power. The Union and State Government may continue 
to exercise tax power in respect of the rest, but the 
proceeds thereof should be made over to the local 
authorities. 

Question 189.—It has been pointed out in paragraph 
150 of the Report of the Local Finance Enquiry Com¬ 
mittee that the change brought about by the repeal of 
the Scheduled Taxes Rules (Under the Government of 
India Act, 1919) and the enumeration of subjects in three 
lists has proved rather unfavourable for -local authorities, 
as State Governments have in certain cases, utilised 
what were previously recognised to be purely local 
taxes for their own purposes. In Bihar, it was contem¬ 
plated at the time of imposition of the Sales Tax that 
the proceeds of this tax shall be utilised to augment 
the income of the local bodies for expenditure on educa¬ 
tion. This has, however, not materialised. Similarly 
the tax on passengers and freights carried by road, 
which should have been legitimately imposed for the 
benefit of local authorities has been imposed by the 
State Government for its own purpose. The recom¬ 
mendation of the Committee is contained in the answer 
to question 188. 

Question 190.—The answer is in the negative. 

Question 191.—Section 82 of the Bihar and Orissa 
Municipal Act, 1922 lays down the taxes which can be 
imposed by a Municipality and Section 123 of the Patna 
Municipal Corporation Act lays down the taxes which 
can be imposed by the Patna Municipal Corporation. 
Similarly sections 46 and 47 of the Bihar Panchayat Raj 
Act, 1947, lays down the taxes and fees that can be 
imposed by a Gram Panchayat. In each of these cases, 
however, the actual imposition is subject, to a previous 
sanction by the State Government. Thus, specific 
approval of the imposition of taxes is insisted upon in 
these cases although a general authorisation in the Act 
itself could have been sufficient and the actual imposi¬ 
tion could be left to the discretion of the local authority 
itself. Additional conditions are also imposed in some 
cases. For instance, the power of the Patna Municipal 
Corporation to determine the rate of profession tax is 
subject to the approval of the State Government and is 
also subject to such modifications in the rates of taxes and 
exemption of classes of professions, trades and callings 
to be taxed as the State Government may direct. 

Question 192.—As far as this Committee is aware, 
no contingency has arisen where failure to make devolu¬ 
tions sufficiently diversified has affected the lax power 
of any local authority. 

Question 193.—District Boards derive their main in¬ 
come from the imposition of road cess which is both 
imposed and collected by Government and handed over 
to them. A minimum and maximum rate of cess have, 
however, been prescribed by the Act and the District 
Boards have the discretion to determine the rate them¬ 
selves. In the case of Gram Panchayats a minimum 
rate of labour tax has been fixed statutorily and the rate 
of property tax is to be prescribed by the State Govern¬ 
ment. In the case of Municipalities, they have the 
power to determine as to which of the taxes they would 
levy and what would be their rate. They have, how¬ 
ever, to obtain the approval of Government for levy of 
any tax or fee for the first time. No minimum rate has 
been fixed for any of the taxes, but a maximum rate has 
been stipulated for each. No Municipality can also 
reduce an existing rate of tax without Government 
approval. Assessing agency, in the case of District 
Board, is the State Government itself. In the case of 
Panchayat and Municipalities, the local authorities them¬ 
selves are the assessing agencies. The Panchayats 
have a complete freedom in making the assessment. In 
the case of Municipalities, however, the State Govern¬ 
ment have powers to intervene when assessment is not 
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properly done. Thus, there is no statutory-independ¬ 
ence to the assessing agency. The collection of tax 
imposed by the Panchayats and the Municipalities, in¬ 
cluding the Patna Municipal Corporation, is made by 
the local authority itself. 

Question 194.—Under item (oo) of Section 63 of the 
Patna Municipal Corporation Act, 1951, management of 
public trams, omnibuses and other means of locomotion 
in the Patna Municipal Corporation area is vested in 
the Patna Municipal Corporation. But the transport in 
Patna Town has been nationalised with the result that 
it is no longer possible for the Corporation to tap this 
source of income. Similarly, both the Corporation Act 
and the Municipal Act vest provision of facilities for 
public entertainment in municipal authorities. But the 
taxation on entertainment is levied by the State Govern¬ 
ment thus shutting out a profitable source of income to 
them. 

Question 195.—No comments. 

Question 196.—No comments. 

Question 197.—The Committee has no comment to 
offer. 

Question 198.—It is a fact that a number of local 
authorities fail to make full use of their tax resources. 
This is attributable to their reluctance to become un¬ 
popular. Its effect is generally noticeable in the assess¬ 
ment of taxes and in the methods adopted to ensure 
their recovery. Despite this handicap, the rate of assess¬ 
ment in Bihar has reached the maximum in most cases 


least, the Union and the State Governments should com¬ 
pensate the local authorities concerned for their loss of 
Legitimate revalue. The Committee suggests that the 
recommendations made by the Local Finance enquiry 
Committee in Chapters XI and XII of their report 
should be immediately implemented. 

Question 263.—In the Municipalities of* this State, 
where the aggregate annual value of all the holdings 
held by any owner within the Municipality does not 
exceed Rs. 6 the tax on holdings is not imposed on any 
of the holdings of the said owner. In the case of the 
Patna Municipal Corporation, the limit is Rs. 18. On 
the recommendation of the Municipality or the Patna 
Municipal Corporation the State Government may 
exempt from payment of holding tax any holding or a 
part of the holding which is used for charitable pur¬ 
poses. When the holding has been unoccupied or un¬ 
productive of rent for 30 or more consecutive days 
during any year and a written notice of the fact pas 
been given, remission in the tax is allowed to the 
extent of half of so much of the tax for that year as 
may be proportionate to the number of days the said, 
holding has remained unoccupied from the date of 
delivery of such notice. The Committee feels that these 
concessions should continue. They do not, ..hQHSfflfe . 
favour any further concession to Co-operative Bousing 
Societies or to any new buildings, except that for resi¬ 
dential houses, either full or partial exemption from 
property tax may be given for the first five years in- 
specified areas as a means of encouraging house build¬ 
ing and consequent augmentation of the income of the 
municipality in due course. 


in urban areas whereas in rural areas the District 
Boards are charging the maximum rate of road cess. 
Lack of adequate properties of larger assessable value 
is also another handicap in this State. In the opinion 
of this Committee, it would be very unwise to 
refuse grants-in-aid to them to use their powers of 
taxation fully. Such a step is likely to occasionally 
result in a failure to give a very much needed service 
to the people. A better method will perhaps be the 
creation of a central organisation for valuation of pro¬ 
perties, as recommended by the Local Finance Enquiry 
Committee, and making collection agencies free from 
influences. 

Question 199.—This committee would prefer assign¬ 
ment of the whole or a proportion of tax or taxes col¬ 
lected by the State Government and also the Central 
Government, within the areas of a local body, with the 
local body exercising no responsibility in respect of such 
tax or taxes. Such an assignment may, however, be 
inadequate in the case of some of the local bodies or in 
the case of all in some respects. In such cases a grant- 
in-aid would be necessary. For instance, like the Bom¬ 
bay and Madras Government about 15 per cent, of the 
land revenue may be assigned to the Panchayats. In 
the case of certain Panchayats, however, even this con¬ 
tribution may prove to be extremely inadequate for 
their purposes and particularly for minor works of 
development. In such cases a grant-in-aid will 
be necessary. In the case of terminal tax, tax on sale 
of electricity and entertainment tax, there is no reason 
why the entire proceeds should not be handed over to 
the Municipality or Corporation or the Improvement 
Trust concerned. In the case of tax on the sale of 
petrol this should be divided between urban and rural 
local authorities according to some prescribed ratio. In 
this connection answer to question No. 188 may please 
be seen. 

Question 200.—This Committee agrees that there is 
need for correlating the different taxes into a more 
rational system. It would suggest that a uniform basis 
of valuation should be adopted for all taxes imposed on 
lands under non-agricultural use, buildings and income 
from them. It would suggest the basis for such valua¬ 
tion to be the annual rental value. 

Question 201.—This Committee agrees entirely with 
the recommendation of the Local Finance Enquiry Com¬ 
mittee. 

Question 202.—This Committee does not agree with 
this recommendation of the Local Finance Enquiry Com¬ 
mittee. The property tax should be left to be exploited 
by local bodies alone. There is one specific point re¬ 
garding the property tax which this committee would 
like to bring to the notice of the Taxation Enquiry Com¬ 
mission. Under the present laws, the immovable pro¬ 
perties held by the Central Government and the State 
Government are immune from local taxation except in 
the manner prescribed by themselves. This is an in¬ 
vidious distinction and should be done away with. At 


\ 4 ues 110 n sua.—me answer is in the negative. 

Question 205.—In the opinion of this Committee, 
urban local authorities and Panchayat should have 
the power to levy property tax. The power should be 
given to its full extent, and full discretion, within the 
prescribed minimum and maximum rates, should ,be 
given in the exercise of the power. Different minima 
and maxima may be fixed for the urban local authorities 
and the panchayats. The Committee, however, con¬ 
siders that in the case of panchayats as “panchayat 
cess as land revenue will perhaps be preferable to a 
property tax. 

U 7 ; f 9 ue ,^ t * on 206—This Committee is in entire agreement 
with the suggestions made for the administrative, 
machinery and procedure for the assessment and collec- 

Comnfittee rOPerty t3X by the Local Finance Enquiry 

Question 207.—In this State Service Taxes are based 
on the same basis as and are levied alone with general 
property tax. The method of levy and collection of 
service taxes should be exactly similar to, and along 
with those for the general property tax. The conces¬ 
sion at present enjoyed by Railway properties, other 
properties of the Central Government and properties of 
the State Government should be done away with or, in 
the alternative, compensated by countervailing grants-in- 
aid. " ‘ 

Question 208.—The system of local fund cess has 
become unsatisfactory in its operation in this State. 
Large amounts of cess remain uncollected and District 
Boards are compelled to take loans from Goverrifhierrt 
at the rate of 4 per cent, interest against these unrealis¬ 
ed cesses. In the opinion of this Committee, there is no 
reason why the District Boards should suffer for non¬ 
realisation of cesses by the State Government. It would 
suggest that in such cases of non-realisa'tion the advances 
made should be free of interest. 

Panchayats do not get any share of the road cess in 
this State. The Committee suggests that 15 per cent, 
of the land revenue should be apportioned to the Pan¬ 
chayats, besides any collection fee that may be given 
to it. 

Minimum and maximum rates of cess have been laid 
down in this State. They are fairly adequate. There 
is no system of earmarking cess for different purposes in 
this State. 

The Committee is further of opinion that in the areas 
where Zamindari has been abolished the State Govern¬ 
ment, who have replaced the landlords, should regularly 
pay to the District Boards the full amount of cess, in¬ 
cluding the landlord’s share, which the erstwhile land¬ 
lords had to pay. If this is not done, it will not be 
possible for the District Boards to function. This Com¬ 
mittee would also suggest that the above mentioned in¬ 
comes may be further augmented by handing over the 
income from fairs and hats to the local bodies. 
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Question 209.—Octroi is not in force any where in 
this State and hence this Committee has no practical 
experience about its levy and collection. 

Octroi and terminal tax should be mutually exclu¬ 
sive system. The Constitution stands in the way of 
general imposition of terminal tax. In this connection 
answer to Question No. 186 may also kindly be seen. 
In this connection paragraph — of the report of Local 
Finance Enquiry Committee may also be seen. 

Question 210.—This Committee has no experience of 
Octroi. It does not, however, consider terminal tax on 
both passengers and goods carried by road, rail or 
river, as unsuitable. Regarding Surcharge, answer to 
our Question No. 188 may be seen. 

' Question 211.—The suggestion made by the Local 
Finance Enquiry Committee are fully acceptable to this 
Committee. 

Question 212.—No comments. 

Question 213.—No comments. 

v Question 214.—Nationalisation, from taxation point 
of new, has no effect on the levy and collection of 
terminal taxes on goods and transported by road. 

Question 215.—No comments. 

Question 216.—As stated before, taxation on goods 
carried by road should be a legitimate source of revenue 
to the local authorities. It is exactly similar to terminal 
tax and there is no reason why it should not be utilised 
for the same purpose. 

Question 217.—This committee is unable to suggest 
any other method of taxing the floating population in 


bigger cities except the levy of terminal tax on goods 
and passengers carried both by rail and road. Instead 
of the levy of pilgrim tax, the levy of terminal tax 
should be more widely adopted. 

Question 218.—Poll tax as a form of local taxation 
will in the first place be a great hardship. Secondly, it 
will be difficult to enforce and collect this tax. 

Question 219.—In the opinion of this Committee, the 
levy of tolls on bridges constructed by the State Gov¬ 
ernment or the Local Bodies to njeet the expenses of 
such construction is quite suitable. 

Question 220.—This tax has been introduced in-this 
State by recent enactments and the Committee would 
like to wait and see its practical working before sug¬ 
gesting changes. 

Question 221.—Theatre tax should not be levied in 
view of the entertainment tax being already levied. 

Question 222.—Betterment tax may be allowed to be 
levied only on agencies notified under the Improvement 
Trusts Act. 

Questions 223, 224 and 225.—No comments. 

Question 226.—Does not apply to this State. 

Question 227.—No comments, except those made in 
reply to previous question. 

Question 228.—The answer is in the affirmative in the 
case of Panchayats and in the negative in the case of 
other Local Bodies. 


BOMBAY. 

Replies of the Cantonment Board, Belgaum to the Questionnaire of the Taxation 

Enquiry Commission. 


Part VI.—Local Taxation 

Question 185.—The system of Local Taxation is 
bas«! on the Rules and Bye-laws framed in this con- 
nection by the Local Authorities with previous sanction 
of the Govt. The heads of various taxes being the 
same, there is a lot of scope for bringing in uniformity 
of rate in the same. The method of collection also 
varies with Local Authorities and thereby there is a 
scope for evasion as also over recovery. The case of 
0c 1 t . r °i, Tax levied by almost all the Local Authorities 
well illustrates what has been stated above. 

Goods are transported by road from one place to 
another and that several Municipal and LocalAutho- 
rities levy Octroi on such goods. Legally Octroi is 
leviable, no doubt on goods to be carried within their 
jurisdictions. While it is levied on goods in transit, 
the refund procedure followed by each body is different. 
In this, the whole procedure is so complicated that the 
nuisance value of such procedure of imposts of Octroi 
on passing goods is extremely torturous and irksome 
and contrary to the spirit of law, and that mistakes are 
bound to occur in following it. Therefore, it is desir¬ 
able to adopt uniformity of procedure and rates, so that 
the nuisance in regard to revenue collecting, agents, 
sources, levies, etc., may be removed by modifying their 
bye-laws in the matter of levying Octroi, etc. 

It may be stated that Octroi, as defined in section 
2(42) of the Bombay Municipal Corporation Act 1949, 
means “Access on the entry of goods into the limit 
of the City for consumption, use, or sale therein,” while 
Octroi or town duty under Cantonment bye-laws means 
duty on articles mentioned in Schedule at the permis¬ 
sible rates levied on the articles mentioned therein when 
these are imported into the area. It will be seen that 
levy is not restricted to articles entering. Belgaum 
Area limit for consumption, use, or sale therein ; hence 
full refund is allowed on the export of the goods sub¬ 
ject to compliance with the provision of rules framed 
thenaunder. A few consignments transported may pass 
through Belgaum to other destinations outside Belgaum 
either by road or railway and no Octroi may be levied 
on such goods. It is also needless to point out that 
day by day taxes in different forms are introduced, 
amounting to more than 20 per cent, of the national 
income and the New Age is fully aware of its individual 
rights as also the better realisation of the system of 
taxation of local authority, from the nature of taxes ; 
that are levied at this stage. The present taxations 
have been levied for the specific services rendered by 
Local Authority without having any consideration of 
the financial position of the subjects in the area and 


therefore, it is felt that the same are within the cannrm 
of taxation. The need of improvement is felt in the 
benefits accruing to local authority by way of income. 
Besides the major defect in the duplication of the taxes 
stated above, the revenue which should really go to the 
Local Authority, is at present, going to the State or 
partially to Local Authority. The result is that the 
Local Authorities have increased taxes but proportion¬ 
ately the income of people has remained stationary. 
This creates unpleasantness among the public. Not 
only that but Local Authority is also unable to undergo 
much needed improvement. Since the taxation is one 
of the most important fields, where the ordinary indi¬ 
vidual comes into direct contact with the State, the 
desire of justice has made itself most felt in the sphere. 
The increase in the public expenditure In pre ana post 
war years has lent great strength to the ethical desire. 
In the mean while the fear based on past experience 
that increase in expenditure may become permanent, 
making the problem of the just distribution of tax 
burden in form of ratio of the surplus individual in¬ 
come, continues unabated. The time has now come 
when the most ardent adherant of the theory of so 
p.ucking the feathers of the goose as to make it squeak 
the least, has to pay some regard to justice. 

Question 186.—As regards this question, the Board 
is of the same opinion as recommended by Local 
Finance Enquiry Committee under their report, i.e., 
terminal taxes on goods or passengers carried by Rail¬ 
way, sea, air should be transferred from the Union list 
to the State list. This procedure will help in increasing 
the State Revenue and thereby automatically adminis¬ 
tration of Local Authority, etc., will be checked pro¬ 
perly. The State Authority will be in a position to 
dictate terms to Local Bodies in regard to expenditure, 
so as to avoid unnecessary expenses occurring in res¬ 
pect of collecting local taxes through State agents or 
bodies, etc. 

Question 187.—In view of helping 5 year plan of 
India each and every Local Authority has to increase 
their respective revenues and for that, Local Authoritief 
must be in touch with business centres in their areas. 
They are aware of the fact, that persons who are taking 
excess profits for which rate of tax has to be fixed 
and decided. When the concern or business has 
reached the standard profit level, the business man has 
nothing to lose in risking anything beyond that 
sum or giving away anything beyond it to the help of 
State Revenue. In the last war, where at its highest, 
the British Tax was only 80 per cent, many cases of 
evasion took place, while U.K. started in this War with 
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cent per cent. But in 1940 they reduced this to 80 
per cent. In India this tax is lighter. It was 50 per 
cent, upto 1941-42 and was increased to 66-2/3 per cent, 
in 1942. Since 1944 the whole of the excess profit 
which remains with the Firm or businessman, after the 
payment of the excess profit tax and the Corporation 
Tax, has to be deposited with the Govt, and will be 
returned by them at the end of the War. Instead of 
going under such contract with the payers, States may 
consider increasing the rate of tax on excess profit as 
per Indian Excess Profit Act, and exempt some small 
Firms. The Indian Excess Profit Act follows this 
salutary rule and fixes a minimum Standard Profit 
at Rs. 40,000 or otherwise. The Board do not think 
that it is far from justice to a Firm whose business' has 
reached the Standard Profit level as the businessman 
has nothing to lose, but on the contrary, he is enlisted 
in the records of Government as a pillar for carrying 
out the work of India’s progress in all respects. Such 
funds of taxes may be treated as Local Taxes so as 
to enable Local Authorities, Municipalities or Canton¬ 
ment Boards to make improvements in their own areas, 
in order to facilitate the working in most efficient 
manner in respect of Urban and Rural working of the 
State particularly the latter. 

Question 188.—The Cantonment Board do not find 
any necessity of proper transference of tax power from 
the State list to Local Bodies at this stage, unless and 
until the administration of Local Bodies is faultless in 
all respects. 

Questions 189 to 194.—In view of above replies to 
these questions, it is felt, are not necessary. 

Question 195.—(a) Please refer to detailed reply to 
Question 187. 

(b) Please refer to detailed reply to question 185 in 
this connection. 

Questions 196 and 216.—Apart from the submissions 
and commissions pointed out in the paragraphs above, 
it may be mentioned that there are two Local Authorities 
responsible for the collection of revenue and expend the 
6ame on public improvements ; one being the Canton¬ 
ment Board and the other Belgaum Borough Municipa¬ 
lity. Although accord has been reached between these 
two bodies over the levy of common taxes such as Octroi 
and Toll, there are still possibilities of evasion of the 
same. The consequent loss in the revenue is detri 
mental to the Local Authorities in the execution of its 
schemes of public improvements of essential character. 
In this connection it would not be out of place to men¬ 
tion that the system of administration of Cantonment 
Boards with its multiple checks and counter-checks at 
various stages would be efficiently able to cope with 
the work better and ensure proper collection and avoid 
unnecessary financial loss to the detriment of develop¬ 
ments on modern lines. 


formation of plantation, development of agri¬ 
cultural products, building of market and 
market stalls, purchase or erection of resi¬ 
dential quarters on modem plan of con¬ 
struction, Local Body’s fund establishment, 
etc. 

(b) the improvement of all existing and possible 
sources of revenue with a vieW of being 
self-supporting body. 

Question 199,—While referring the reply to question 
198 in this respect the Board do not think that there is 
any necessity to transfer additional powers of taxation 
nr assignment of proportion of tax or taxes collected 
by the State Government within the area of Local 
Bodies, as Local Bodies should determine to be a self- 
supporting body. 

Question 200.—After fully scrutinising the various 
lands under agricultural and non-agricultural taxes, 
including income taxes thereon, etc., and its adminis¬ 
tration and the point of difficulty in determining agri¬ 
cultural and non-agricultural income with an exemp¬ 
tion of small farms and with a view of treatment of 
their improvements, the Board would mention that the 
present land revenue system in the State is rettMtx 1 
anachronism. The present determination of the land 
revenue for considerable part of the State on entire 
absence of classification in various Provinces, regarding 
the basis and the rate on unprecedented amounts of dis¬ 
cretion to the executive a facile belief that all the great 
difficulties inherent in the nature of tax on land can be 
solved by the simple process of giving unfettered 
powers to Local Authorities and queer treatment of 
private improvements and limits regarding enhance¬ 
ments. These have been besetting sins of the land 
revenue system in the State. The dyarchy of Montague 
Chelmsford Reforms led to some good changes; the 
advent of the Provincial Autonomy meant some more 
improvements ; what is needed, however, is an entire 
overhauling of the system on modem lines wittaj\*n 
Income Tax on agricultural and non-agricultural income 
and a flat low rate on land holders. 

Question 201.—In this matter, the Board agree with 
the recommendations of the Local Finance Enquiry 
Committee, that there should be no change from the 
well-tried basis of rent to the more or less uncertain 
basis of Capital value and also are of the opinion that 
where Municipality or Local Bodies or Cantonment 
Boards are actually adopting Capital value as the basis 
and if there is no complaint those basis may be con 
Unued. 

Question 202.—As for the Urban Immoveable Pro¬ 
perty Tax, the Board have been fully satisfied with Ihe 
recommendations made by the Local Finance Enquiry 
Committee in this matter. 


Question 197.—Local Bodies, generally may consider 
as to how much burden of taxes should be put on 
people in the area in the proportionate manner of their 
income. They should not ask for grants-in-aid as a 
means of adding to their resources. Local body ought 
to be self-supporting and accordingly, they have to 
frame their expenditure in most economical ratio in 
order to achieve the goal of 5 year plan. Where this 
is not already the case, the authorities on the spot 
should concert measures to scale by whatever methods, 
as may be practicable, with sufficient revenue, to meet 
necessities of its administration. This is absolutely 
discouraging the principle of regular grants-in-aid as 
inimical to progress and likely to pauperise the local 
bodies, who rely on them. The Government of India 
may consider and assist their financial proposals for 
proposed schemes on a proper footing, on thorough 
enquiry so as to enable local body to discharge their 
functions in sanitation and other necessary objects 
without extraneous assistance. As far as possible, they 
should be self-supporting and no efforts should be 
relaxed. It should be remembered that the future is 
sure to present new phases of improvement and the 
finances of a station should be so administered as to 
be able to provide the necessary capital promptly for 
such improvements. 

Question 198.—Local bodies may be treated as the 
agents for revenue and they may use their powers of 
taxation fully according to the bye-laws framed in that 
direction. They have to prove themselves that their 
well-considered working plan covering a period of at 
least 5 years is worthwhile with advantage to be drawn 
up and should include measures for the improvements 
of the general condition of their areas particularly in 
respect of— 

(a) Public works, especially those which are 
usually of a remunerative nature such as 


Questions 203 and 204.—Apart from other taxes the 
Provinces have also imposed a tax on Urban Immove¬ 
able Property. The first in the field was the Bombay 
Government, which in order to finance the Prohibition 
Scheme, imposed a Property Tax in Bombay as well as 
in Ahamedabad. The rate of Taxes was originally fixed 
at 10 per cent, on the rental value. In case of Proper¬ 
ties yielding less than Rs. 2,000 per annum, the tax was 
to be levied at 5 per cent. only. Increase in Excise 
Revenue consequent on the relaxation in the Prohibi¬ 
tion Policy, necessitated reduction in taxes progressively 
because of the Bombay High Court decision. They 
were levied at 7 per cent and 3J per cent, respectively. 
In 1945/46, Budget, the link between the Excise 
Revenue and the rate of the Property Tax have been 
snapped. The incidence and justice of the tax, on rent 
without consideration of owner or occupier or of Chari¬ 
table or Educational Trust or of Co-operative Housing 
Society, are hard to arrive at for final determination. 
The supply of housing accommodation is inelastic. In 
the growing cities, the demand for them is always 
rising. As a result the Property owners sometimes get 
greater than the fair returns A tax on rent in such 
a case cannot lead to a decrease in house building acti¬ 
vities, is not likely to be shifted and is not unjust. But 
even where the house-oyvners are only getting the fair 
rent, the shifting question does not arise immediately. 
In such case both in its efiect and in its inci¬ 
dence, the tax will prove undesirable. The property 
owner will be taxed heavier than other persons with 
equal income from other field of investments. This 
will have an efiect on the housing activity in the long 
run and the shortages of housing accommodation, may 
become chronic. The profits made by Property Owners 
in Cities, where the property tax is imposed are not 
known and therefore no conclusion regarding the actual 
incidence is possible. 
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205.—A reference may be invited to reply 
to question No. 19V. This Board wish to state in this 
connection that the Local Bodies may be empowered to 
levy Property Tax if and when the Government of 
India or the Provincial Govt, is fully satisfied with the 
working of their administration in all respects. 

Question 206.—As for the rate of Property Taxes to 
be assessed the Board wish to point out that there is 
no uniformity say for instance Belgaum where the 
Municipality and Local Body or Cantonment Board are 
the agents of revenue. As a matter of fact, the rate 
of property tax laid down by Belgaum Borough Muni¬ 
cipality is rather higher than the rate of Cantonment 
Board, and as such the revenue of the Cantonment 
Board is meagre. The Board therefore request the 
Committee to modify the rule for increasing the 
revenue of the Local Bodies and Cantonment Boaads 
In order to have the uniformity of the laws. 

Question 207.—Different places have got different 
ways of collecting the taxes known as Service Tax. It 
should therefore require one Body responsible to 
revenue of the State. They may be responsible loi 
certain one of the Divisions of the State. It should not 
be forgotten that basis of tax payments are the services 
of the State to the individuals. Proceeding on the 
analogy of individual dealings it may be argued that 
to be fair in transactions, the seller ought not to charge 
the buyer anything above the cost price of the service 
of the commodity in which he deals. So to achieve 
justice in taxation, the State might take from every 
subject by way of taxation, the cost of its services to 
him in all such cases, one simple principle by which 
the contribution of each colonist is determined, may be 
adhered to. Every one pays in proportion to the ex¬ 
penses incurred by the Government in protecting him 
just as he pays the shop keeper for the goods, he buys, 
so he pays the Government for the services rendered 
and the amount be contributed is not regulated by tne 
colonist’s ability to pay but by the cost incurred by 
Government on his behalf. It is acknowledged by the 
supporter of this theory, that since services of the State 
have to be in more cases Universal within its borders, 
it cannot give its subject the option of going without 
it and it has to make compulsory charges for them in 
view of the progress of State in general. 

Question 208.—This question relates to the collection 
of revenue by the State or Local Authorities in rural 
areas and therefore the Board does not desire to express 
its opinion in the matter. 

Question 209.—-The Cantonment Boards are em¬ 
powered to levy Town Duty in respect of articles men¬ 
tioned in the Schedule to their bye-laws at the rates 
not exceeding those specified in the said bye-laws. 
Unlike other taxes, the Octroi duty so levied is refund¬ 
able in full on the export of the articles subject to 
compliance with the. provisions of bye-laws and the 
Town Duty refund rates framed thereunder. There is 
no uniformity in the refund of Octroi. The Municipality 
and the Borough levying Octroi have a diversity of 
rates regarding refunds. Terminal Tax is not consi¬ 
dered suitable for the City. Belgaum being one of the 
most important Centres it imports articles from the ad¬ 
joining Districts, for exportation to some other Districts. 
Levy of Terminal Tax would mean in practice levying 
a non-refundable duty on articles to be consumed out¬ 
side the City. Being a leading Centre of trade provi¬ 
sion is made in the bye-laws not to levy Town Duty on 
goods imported for immediate exportation. In this 
matter, when this Board finds that it is clumsy and 
tortured to the subjects, they decided to undergo an 
agreement with Belgaum Borough Municipality and 
have determined to take only 9 per cent, of their Net 
Octroi and Toll duty as a revenue collected by Belgaum 
Borough Municipality on behalf of the Board. 

(i) The net revenue, after deducting the cost of 
revenue and refunds derived therefrom, 
comes to Rs. 90,000 a year at present. 

•lii) The importers pay the town duty at a fixed 
rate. There is no uncertainty as to the 
amount payable. The Belga.um Borough 
Municipality and the Railway are the agents 
of the Cantonment Board for the collection 
of town duty on imports by Railway on the 
basis of commission through Belgaum Borough 
Municipality, on their gross collection on our 
behalf. Along with their dues these agents 
levy their own duty ensuring conveyance of 
collection, etc. On imports by road and Post 
the duty is collected by Belgaum Borough 
Municipality on our behalf. 

(iii) The trade passes the duty on to the consumer 
while it gets full refund in respect of goods 
exported to places out of Belgaum area. 


The effect is practically not felt by the con¬ 
sumers as no complaint has been received 
from them so far. The question whether or 
not Octroi and Terminal Tax are mutually 
exclusive does not arise so far Belgaum is 
concerned as no Terminal Tax is levied in 
this area and therefore the relative merit of 
the two systems or their combination does 
not require consideration. 

Question 210.—The first part of the question does 
not arise so far as the Cantonment Boards are con¬ 
cerned. If surcharges on Sales Tax are to be consider¬ 
ed in lieu of the Town Duty, the Boards are definitely 
against it, if, howevear, the surcharge is to be in addi¬ 
tion to Town Duties, it may be considered in respect 
of those articles only on which no Town Duty is levi¬ 
able. 

Question 211.—No modification is involved in the 
levy of Town Duty. 

Question 212.—The Town Duty is leviable in respect 
of “ bonded ” goods as under the bye-laws, duty be¬ 
comes leviable when goods are landed on the sheds or 
unloaded from wagons or when they enter the City by 
road or air. No change is necessary. 

Question 213.—Advalorem basis is suitable in respect 
of certain articles such as ‘ Edibles ’ where prices show 
marked disparity and hence duty on the basis of weight 
would be Very unfair. For instance, price of one mid 
of ‘ Edible ’ may be only 12 annas per lb. while that 
for another kind of ‘ Edible ’ may be Rs. 3 per lb. In 
all other cases, basis of assessment by weight is more 
suitable. So far as the Town Duty is concerned there 
are no procedural delays and difficulties. 

Question 214.—When full nationalisation of Motor 
Transport comes into being, it may perhaps be possible 
to enter into an agreement with Government for the 
levy of Town Duty on imports by roads. 

Question 215.—The Board do not think it desirable 
or practicable to link the Town Duties with Sales Tax, 
excises and customs. 

Question 216.—Please see question No. 196. 

Questions 217, 218 and 219.—These items may be 
based on the principle of ‘ Minimum sacrifice ’ and it 
may be remembered a corollary from the principle of 
realisation of the greatest good, where two seem to be 
in conflict, the second must prevail. It must, indeed, 
be admitted that no test which is centered in sacrifice 
in the sense of loss of satisfaction, goes quite to the 
root of things for, of equal satisfaction, one may em¬ 
body more good than another ; as between greater and 
a less sacrifice of satisfaction, the greater may carry 
the smaller amount or evil, when this happens, it is, 
of course, the aggregate of good and evil, not the aggre¬ 
gate of satisfaction and dissatisfaction to which the 
Government may look while taking these facts into 
consideration. 


Question 227.—The Government of India are not 
paying Town Duty in respect of goods imported by 
them, as a part of State undertaking; thus depriving 
the Cantonment Boards, Local Bodies and Municipalities 
of their legitimate sources of revenue, while there is no 
reason why Government should not pay Town Duty 
on goods imported by them for their own use, sqph as, 
stores, food grains, imported for the Defence Services, 
etc. They axe not paying the duty on goods imported 
by them for sale. Government have thus deprived the 
Local Bodies, Cantonment Boards and Municipalities of 
their Town Duty on food grains stores, etc., which is 
one of the legitimate sources of their revenue for the 
last so many years. In this connection paragraph 479 
of the Local Finance Enquiry Committee’s report, which 
reads as under refers: — 

“ 479. The Bombay Municipal Corporation re¬ 
presentatives brought to our notice that the Cor¬ 
poration was losing annually nearly Rs. 15 lacs, 
because town duty was not paid on food grains 
imported by Government of India, on the strength 
of the provision contained in section 194 of the 
City ot- Bombay Municipal Act 1888. The section 
provides that “ no town duty shall be leviable on 
any article, which at the time of its importation is 
certified by an Officer, empowered by the Govern¬ 
ment concerned in this behalf, to be the Property 
of the Crown.” It was submitted by the witnesses 
that the operation of the exemption should be res¬ 
tricted to Government stores required for the .pur¬ 
pose of the State and should not include commodi¬ 
ties handled as part of the State trading enterprise. 
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prise. The position in this regard is different under 
the Bombay Municipal Boroughs Act 1925 and the 
Bombay District Municipal Act 1901. Proviso (a) 
to section 73 of the Bombay Municipal Borough 
Act says that “no tax other than a special sanitary 
cess, a drainage tax or water rate shall, without 
the express consent of the Crown, be leviable in 
respect of any building or of any vehicle, animal 
or other property belonging to His Majesty and 
used solely for public purposes and not used or 
intended to be used for purposes of profits and 
proviso to section 59 of the Bombay District Muni¬ 
cipal Act is in similar terms. But section 194 of 
the City of Bombay Municipal Act does not exclude 
from exemption articles and other property of the 
State used for purposes of profit. We see no justi¬ 
fication for this. All public utility and commercial 
undertakings of Government should be treated, as 
far as local taxation is concerned, in the same 
manner as if they were conducted by private enter¬ 
prise. If they are to be exempted from Local Taxa¬ 
tion the Government concerned should make a 
contribution in lieu of such taxation. In view of 
the Article 285 of the Constitution, it will now, we 
presume, be not open to the State Legislature to 
bring section 194 of the City of Bombay Municipal 
Act into line with the corresponding provisions of 
the Bombay Municipal Borough Act and the 
Bombay District Municipal Act. For Article 285 
says “ the property of the Union shall, save, in so 
far as Parliament may by law otherwise provide, 
be exempt from all taxes imposed by a State or by 
an authority within a State.” We feel that this 
provision in the Constitution is unfair to Local 
Bodies as it deprives them of a part of their legiti¬ 
mate income. As State enterprise increases the 
extent of this, loss to Local Bodies will become 
greater. We therefore recommend to Government 
that Parliament might be moved as soon as possible 
to pass a law providing for Local Taxation of State 
Property used in connection with State trading or 
running of public utility concern.” 

Questions 220 to 226 and 228.—On scrutiny of these 
questions the Board would like to express their opinion 
in general. 

While taking into consideration the total burden of 
taxation on Urban income group and on Rural group, 


etc., attention may be drawn to the fact, that while 
detailed comparison between our calculation and those 
of the burden of taxation in U.K. is made in per capiza 
income, the degree of economic development, ways of 
spending of the two Governments and the method of 
calculation a few broad remarks of a general nature 
can be offered. The regression that we observe in the 
taxation of our lower income group is also to be found 
in United Kingdom, but U.K. spends a much ‘greater 
proportion of its expenditure on social services. In our 
country we have few social services, old age pensions, 
sickness insurance, unemployment relief, etc., which 
are conspicuous by their absence. The few services 
that we have, like education and public health are but 
little developed. The British Government spent about 
25 per cent, of its tax revenue on social service in 1936. 
India spent on similar services less than 9 per cent, of 
its tax revenue in 1938-39. The expenses on education 
medicines and public health during the period were 
Rs. 1815 lakhs in India. The total expenses on revenue 
accounts were Rs. 207,46 lakhs. Thus the expenditure 
on social service amounted to only about 8:2 per cent.' 
of the total expenditure. The huge social expenditure 
in Great Britain not only tones down regression of the 
tax burden among lower income groups, but also returns 
to the poor more than what is taken from them by 
way of taxation ; the net effect of taxation and the local 
rates in pre-war period can be described as a re-^SStR-^ 
bution of £ 91 millions from the rich to the poor in 
the form of services, other than those provided for, 
from working class taxation. Looking to the meagre 
amount and the method of administration the transfer 
effects of^our expenditure on social services is negligible. 

It will be observed that in the U.K. the progression 
in tax burden after the first few income group is much 
steeper mid the highest groups the burden is much 
higher than that in India. The first feature must be 
immediately introduced in the Indian Taxation system. 
The second should be copied provided the State takes 
up a substantial role in providing capital for further 
development of Indian Industries. Thus the taxes Jn. 
India, apart from the faults, inherent in them, sumiP 
e Y e 5; * n comparison with those in force in other 
Civilised Countries. Their rates are too high. Inspite 
of the fundamental soundness of the Scheme on which 
these taxes are based, their execution is faulty. The 
Board would therefore request that all these factors 
may be taken mto consideration while framing proper 
rules for evergoing administration of the State 


Replies of the Cantonment Board, Deolali, to the Questionnaire and the Supple¬ 
mentary Questionnaire of the Taxation Enquiry Commission. 


Part VI— Local Taxation. 

Questions 185, <186 and 187.—We consider that the 
system of local taxation in India is generally satisfac¬ 
tory. 

The Cantonments are governed under the Canton¬ 
ment Act 1924. Section 60 of the Act provides imposi¬ 
tion of any tax. This is limited to taxes imposed_by 
any Municipality in the Province where the Cantonment 
is situated. Generally speaking taxation in Canton¬ 
ments should approximate to that of the neighbouring 
Municipality but should incline to be heavier than 
lighter. The incidence of taxation in the Municipality 
of Nasik is Rs. 23-11-4 per head per annum whereas in 
the Cantonment it is Rs. 15-10-10 per heqd per annum. 
Owing to very heavy depression in trade any further 
increase in direct taxation does not seem to be reason¬ 
able. If therefore follows that the taxes like entertain¬ 
ment tax, tax on consumption or sale of electricity, 
taxes on profession should be exclusively available to 
the Cantonment Boards. 

Questions 188 to 192.—No remarks. 

Question 193(c).—Though the Cantonment Boards 
are authorized to levy tolls on Motor Vehicles the State 
Government have taken away this power by enacting 
Bombay Motor Vehicles Tax Act 1935. The contribu¬ 
tion paid on this account is based on the average in¬ 
come of the Board from this source during the years 
1933-34 to 1935-36. During the war and thereafter the 
vehicular traffic on Cantonment roads has increased. 
The expenditure on the rqaintenance of the roads has 
also increased. The Cantonment Board are not com¬ 
pensated adequately by the State Government. The 
representations made on this account have not borne 
any fruit. We therefore strongly oppose the interfer¬ 
ence of the State Government in the powers of the 
Cantonment Boards administered under a Central Act. 

Questions 194-195.—No remarks. 

Question 196.—No such constitutional conflicts have 
arisen so far. 


Question 197(ii).—The existing practice of grant-in-aid 
paid by the State Govt, to this Cantonment Board for 
Primary Education is regulated by para. 264 of the 
orders of Govt, regulating expenditure on Primary 
Education. It is limited to one third of the recurring 
expenditure. The Municipal Boards are given much 
more monies on this account which when calculated 
come to more than 50 per cent, of the expenses in certain 
cases. No grant-m-aid is paid by the Central Govern¬ 
ment on this account. The result is that the Canton- 
ti*on ls una ^ e to give adequate Primary educa- 

The State Government pay a fixed sum of Rs. 1,000 
per annumfor the maintenance of the Cantonment 
Hospital. The expenditure of the Board is Rs. 50,000 
per annum. No grant is paid by the Central Govern¬ 
ment. The grant-m-aid is very inadequate. 

Question 198.—The Cantonment Board Deolali make 
lull use of the tax resources available to them. Due to 
very heavy depression in trade as a result of reduction 
in garrison in recent years any increase in taxation is 
not possible. Grant-in-aid therefore should come to the 
Cantonment Boards. 

Question 199. Transfer of additional powers as well 
as assignment of a portion of taxes, etc., is necessary. 

(i) The Cantonment Board should be permitted to 

levy Entertainment tax and tax on the con¬ 
sumption of sale of electricity which are at 
present being levied by the State Govern¬ 
ment. 

(ii) Assignment of a portion of Sales Tax collected 

by the State Government in the area of the 
Cantonment Board. 

(iii) Grants-in-aid should be given liberally for 

Education and Public Health purposes. 

Questyn 200,—No remarks. 



Question 201.—Annual value is the best basis. We 
agree with the views of the Local Finance Enquiry 
Committee. 

Question 202.—As the Property tax is adequately 
imposed by the Cantonment Board and no conflicts have 
arisen so far we have no reason to change the existing 
practice of imposing the tax on annual rental value. 

• 

Question 203.—The buildings fetching not more than 
Rs. 36 per annum as rent should be exempt from pay¬ 
ment of property tax. Section 76 of the Cantonment 
Act entitles the owner to obtain refund or remission 
of any tax in respect of buildings remaining vacant for 
60 or more consecutive days. 

Service taxes should not be refundable or if refund¬ 
able a portion of them should be refunded as the Local 
Bodies have to maintain the services inspite of the fact 
the buildings remain vacant or occupied. 

No change is suggested to Section 99 of the Canton¬ 
ment Act which provides exemptions from property tax 
In respect of places of worship, buildings used for edu¬ 
cational purposes, hospitals, etc. However we suggest 
that Government owned buildings which are now 
exempt from payment of taxes should be subject to 
local taxation. 

Question 204.—We agree that the property tax should 
be progressive. The rates will vary from place to place. 
However we suggest the following rates: — 

From Rs. 36 to Rs. 300.5% of the annual rental value. 

„ Rs. 361 „ Rs. 720.7% .do. 

„ Rs. 721 „ Rs. 1,440.10% .do. 

„ Rs. 1,441 „ Rs. 2,400.12% .do. 

,, Rs. 2,401 ,, and above.15% .do. 

Question 205.—No remarks. 

Question 206.—Existing administrative machinery and 
procedure for the assessment and the collection of the 
property tax is working well. 

Question 207.—Service taxes should be levied at such 
rates as to make each service self supporting. 

Question 208.—The Cantonment Board does not levy 
any cess on the land revenue. A portion of the collec¬ 
tions in respect of the lands in the Cantonments areas 
Is paid to the Cantonment Board by the District Local 
Board. The arrangement is satisfactory. Income on 
this account is very small. The amount is utilized for 
repairs to roads. 

Question 209.—The octroi imposed by the Board is 
working satisfactorily. There are no complaints about 
its incidence. We do not approve of the levy of ter¬ 
minal tax. Since octroi is a major source of income we 
do not propose any change. 

Question 210.—Since octroi, is charged, no surcharge 
on the sales tax seems desirable and fair. A portion 
of the sale tax charged by the State Govt, should be 
assigned to the Cantonment Board say equivalent to 
60 per cent, of the amount collected from Cantonment 
Limits. 

Question 211.—No change is suggested. 

Question 212.—No remarks. 

Question 213.—Excepting Food grains, fuel and such 
other commodities the goods are charged ad valorem. 
No difficulty is experienced. 

Question 214.—No remarks. 

Questions 215 to 317.—No remarks. 

Question 218.—It does not appear to be desirable 
nor feasible for the Cantonment Board to impose Poll 
tax. 

Question 219.—No remarks. 

Question 220.—Though in principle we may agree 
that the Local Bodies may impose profession tax, but 
in practice it is rather difficult to impose and collect 
the tax in the present state of affairs. 

Question 221.—We hold the view that the right to 
levy the Theatre tax/Entertainment tax should exclu¬ 
sively be given to the Local Bodies. The present sys¬ 
tem of levy and collection of the tax by the State 
Government should cease. 

Question 222.—Cases of the kind do not occur in 
Deolali Cantonment. However in Cantonments where 


the areas are congested and the need for improvement 
is necessary the levy of betterment taxes can not be 
ruled out. 

Questions 223 to 224.—No remarks. 

Question 225.—The following suggestions are 

offered: — 

(i) Collection of taxes. —At present the Canton¬ 
ment Act does not give powers to attach the 
immovable properties. It therefore becomes 
very difficult to recover the taxes from the 
persons having no movable property. We 
suggest that power to attach the immovable 
property of the defaulter should be given 
to the Cantonment Boards. 


Supplement to Questionnaire (For Municipalities and 
Local Boards.) 

MEMORANDUM A. 

1 brief summary of the late governing the Local 
Body, its constitution administrative set-up and func¬ 
tion :— 

In the early days of the British Rule in India the 
Camps, Stations and the posts of the Field Army deve¬ 
loped into Cantonments where troops were stationed in 
Garrison. 

By Regulation III of 1809 the administration of the 
Cantonments and Military Bazars vested in the Officer 
Commanding the troops. Then came the Bengal Regu¬ 
lation XX of 1810 transferring the cognizance of petty 
offences under certain restrictions to Courts Martials 
assembled for that purpose by Commanding Officers. 
Similar regulations were framed for Madras and 
Bombay and under one or the other of these enactments 
all the older Cantonments in India were demarcated. 

As the time went on non-military persons were per¬ 
mitted to reside in Cantonments under the Regulations 
of the day ; land was occupied and the houses were built 
for the accommodation of the officers and other persona. 
The rules were laid down that the ground within the 
Cantonment was to be kept appropriated exclusively 
for the use of the troops. Then came Army Regulations 
India. 

On the 24th February 1864 a Military Cantonment 
Bill was introduced in the Council of the Governor 
General of India. But little of the bill was substanti¬ 
ally new law, the provisions of two sections excepted, 
one of which enabled the Local Government to make 
rules for variety of purposes, the other section gave 
the Cantonment Magistrate all the powers of tjie 
District Superintendent of Police in subordination to 
the Inspector General of Police but subject to the 
general control of the Commanding Officer of the Can¬ 
tonment in like manner as the District Superintendent 
was subject to the general control and direction of the 
Magistrate of the District. The bill wps amended and 
enacted as Act XXII of 1864, an Act to make provision 
for administration of Military Cantonments. There 
was no provision for taxation. 

In 1879 a bill was introduced to amend the Act of 
1864. The bill was enacted as Act III of 1880. Act III 
of 1880 was amended by Act XIII of 1889 which ex¬ 
tended to the whole of British India. The primary 
.object was to overcome the great and increasing diffi¬ 
culty which the Military Officers experienced in obtain¬ 
ing houses near the barracks occupied by the Regi¬ 
ments. This Act provided imposition of taxes. Can¬ 
tonment Funds were formed. 

Act XIII of 1889 was amended by Act I of 1891 and 
Act XII of 1891. These amendments call for no re¬ 
marks. Then came Act V of 1895. Act XII. of 1896 
made certain minor changes in connection with liquor 
licenses in Cantonments. Act V of 1895 was repealed 
by Act XV of 1897. Further minor alterations were 
made by Act V of 1898, Act I of 1903 and Act V of 1909. 
The Cantonment Code of Rules framed under the Act 
was issued in 1909 and amended from time to time. 
The Cantonment Code 1912 was next issued. This Code 
provided formation of Cantonment Committees consist¬ 
ing of Commanding Officer of the Cantonment, a Magis¬ 
trate and any member whether official or non-official, 
Powers of taxation continued to remain, with the Local 
Government with the previous sanction of the Governor 
General in Council. The Cantonment Magistrate re¬ 
mained the main stay of the administration. For 
executive functions he was subordinate to the Officer 
Commanding the troops through a Committee which 
functioned as an advisory council. For the purpose 
of administering law and justice the Cantonment Magis¬ 
trate was responsible to the State Government thrpugh 
the District Magistrate- With the promulgation of 
Cantonment Act of 1924 the Civil administration of the 
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Cantonments was further municipalized and : iated in 
the Cantonment Board. Administration of law and 
justice was transferred to the State Government con¬ 
cerned. The Cantonment Act 1924 provided for a 
Cantonment Board presided over by the Officer Com¬ 
manding the Station and comprises of three to fifteen 
members according to the size of the Cantonment. The 
Vice President of the Cantonment Board was elected by 
the elected members of the Board. The post 6t the 
Cantonment Magistrate was re-designated as Canton¬ 
ment Executive Officer. The Act invested the Board 
to levy taxes with the previous sanction of the Govern¬ 
ment. This was definite reform in the taxation in 
Cantonments. There were minor changes from time 
to time and the administration of the Cantonments con¬ 
tinued to be functioning under this Act upto present 
day. 

2. Revenue and Capital Budget of the Local Body ; 
changes in Budgetary position; changes in pattern of 
income and pattern of -expenditure; explanation of 
changes ; “ Development ” programme and expenditure 
thereon if any. 

. Before the World war II the income of the Canton¬ 
ment Board was very small about Rupees 1,00,000/- 
(One Lac) per annum. There were no invested funds. 
The main source of income was octroi and property 
tax, etc. The expenditure was also limited to this 
amount. The funds could not allow improvements as 
the income was hardly sufficient to meet the current 
expenses on Establishment and Contingencies. During 
the War Deolali became one of the biggest Cantonments 
in India. Troops coming from England and other 
countries had first to come to Deolali and there was 
Base Reinforcement Camp. The business flourished and 
consequently the income increased. This enabled the 
Board to construct- new Hospital, Schools, Markets, 
Group Latrines ; pavements on foot-paths, underground 
and Storm water drains, etc., etc. With the termination 
of war all the troops going back to their countries had 
to station for some time here. A Home-ward Bound 
Trooping Depot was opened and till 1947 the business 
further flourished and as a result the income of the 
Canton merit Board continued to rise abnormally. 

With the partitioning of the country some 30,000 to 
40,000 SindhJ refugees were accommodated in the 
abandoned, M'litary camps and the vacant houses in 
the civil area This resulted in the opening of Educa¬ 
tional Institutions for the displaced persons and ex¬ 
pansion of the medical institutions. The payment of 
the increased rates of pay and dearness allowance to 
the Cantonment employees also had been a very heavy 
tirpin on the Cantonment finances and to the present 
day invested funds are being utilized to maintain the 
financial equilibrium. In short the prosperity brought 
by the war has now diminished and the inhabitants of 
the Cantonment are finding difficulty in the payment of 
taxes due to very heavy depression in trade. 


4. Principal Taxes levied: trends in minuu 

pect? e * ; explanation of trends and indication 


Principal taxes levied 

1. Tax on the annual 

value of lands and 
buildings. 

2. Tax on Vehicles. 

3. Conservancy tax 


4. Education tax 

5. Dog tax 

6. Water tax 


are as under— 

5 per cent, of annual rental 
value of buildings. 

Sliding scale is charged. 

7 per cent, of annual 
rental value of buildings 
where latrines are clean¬ 
sed by the Cantonment 
Sweepers, 

and 

5 per cent, of annual rental 
value of buildings where 
latrines are not cleansed 
by the Cantonment 
sweepers. 

1 per cent of annual rental 
value of buildings. 

Re. 1 per dog per year. 

3 per cent, of the 
rental value of buildings' 
where M.E.S. water 
supply does not exist. 

5. Efforts, if any, at different periods, to increase 
b V imposing new taxes or increasing^rates 
of old ones, new or increased taxes for financing deve- 
lopmenujor meeting debt charges, for balancingbudget, 
f rom tlme to time in such taxes; ifnew 
? ateS °t e P stin 0 taxes were considered 
but dropped, when and in vrfhat circumstances then 
were considered and why they were dropped. 

The taxes imposed in 1924 and prior to that conti- 
i<Un emain m l0TCe Wlth minor alterations, in the 
50 , ( - onse J‘vaney tax was raised by 2 per cent, 
and Education Tax was levied by 1 per cent of the 

/T tal value ot the buildings. There are no 
prospects to increase the taxes. 

Promts in the matter of increasing 
the present level of tax revenue; extent to which and 
the general reasons, if any, for not utilizing available 
tax resources to the fullest extent whether State Leois- 
of tL ar £n? X r ^reunder or the policies and practices 
State Government htnder in any way the full 
utilization of suitable tax resources; and if so in what 
manner and to what extent. 1 wnal 

No remarks. 

7. Administration by the Local Body of its tar 
respect Tthe%ilow%? ' : l eatwes ° f admi ^ration in 


3.' Relative Importance of 

3(i) Revenue derived from taxes levied by the Local 
Body. 

The revenue derived from taxation is very small as 
compared to the size of the Cantonment. It forms 33 
per cent, of its receipts. The service taxes, e.g.. Con¬ 
servancy, Water tax, etc., do not cover the expenditure 
incurred by the Cantt. Board on these services. 

3(ii) Share of revenue from specific taxes levied 
and collected by the State Government. 

The Govt, does not pay the Cantonment Board any¬ 
thing as share of taxes excepting Rs. 818 under the 
Motor Vehicles Taxation Act, 1935. This we have 
already explained in the replies to Part VI of the 
Questionnaire that we have not been fairly treated. 
See reply to question No. 193(c) of the questionnaire. 

3(iii) Grants-in-aid from the State Government: 

With the exception of some grant for the schools 
and a very meagre amount for the hospital as explained 
in the replies to the questionnaire vide reply to question 
No. 197(H) the State Govt, does not pay any thing. The 
Cantonment Board have been on the contrary burdened 
with the extra expenditure towards education of the 
children coming from surrounding villages and the 
medical treatment of the patients coming from these 
villages and the Police Force stationed here. 

3(iv) Other “ Non-tax t evenue " of the Local Body, 
e.g., income from fees, etc. 

The markets are verj lucrative source of income. 
For pounds and the rent from the Government lands 
which also form Cantonment fund and miscellaneous 
items no remarks are offered. 


(i) set-up at different levels, 

(ii) Assessment, 

(iii) Appeal and revision, and 

(iv) Collection; 

cost and efficiency of administration, specially assess¬ 
ment and collection; extent of arrears and steps taken 
for recoveries; tax administration from the point of 
of the tax payer; assistance, if any, from the 
State Government m administering individual taxes. 

The Board desiring to impose a tax passes a resolu- 
n°f Vvf e r? ec f Invi . tes objections from the inhabit- 
f nt . s . of „ the Cantonment. The proposals are then sent 

f anv G °Th!T^ nt 0f Ind / a together with the objections 
if any. The Government then authorize the Board to 
unpose the tax. 

When a tax on the annual value of buildings/lands 
is imposed an assessment list of all the buildings or 

efw ls T Pf ei ^? d - A Public notice is given to this 
ettect- The owners, the authorized agents or the 
occupiers of the buildings or lands are at liberty to 
inspect the list. 

The Board at the same time gives public notice of 
date not less than one month thereafter when it pro¬ 
ceeds to consider the valuation. Objections to the 
valuation are entertained and disposed of by the Assess¬ 
ment Committee appointed for the purpose. The assess- 
ment list is then deposited in the Cantonment Board 
Office where it is open free of charge during office 
hours for inspection. 

An aPP®**! against the assessment or levy of taxes 
lies to the District Magistrate. 

The taxes imposed on the annual rental value are 
usually recovered in two instalments during the month 
of April and October. The arrears are negligible. 
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There has been no difficulty as regards the recoveries. 
There has been no complaint as regards incidence of 
taxation. 

8. Tax evasion and tax avoidance generally; broad 
appraisal of the magnitude of such evasion or avoid¬ 
ance and of the techniques adopted by those who avoid 
or evade; counter measures, if any, taken to prevent 
evasion or avoidance. 

No remarks. 

9. Any other points of importance in connection with 
the taxation of the Local Body. 

No remarks. 

10. Statement in the form appended to Annexure A 
with regard to the receipts and expenditure during the 
last 5 years 1948-49 to 1952-53 accompanies. (Annexure 


MEMORANDUM B. 

1. Tax on advertisements is not charged in this 
Cantonment. 

2. (a) The rate of property tax is not on a slab basis. 
A uniform tax @ 5 per cent, on the annual rental value 
is charged. 

( b ) If the properties belonging to the Central and 
State Government are made liable to the property tax 
the additional receipts on this account will be about 
Rs. 50,000 per annum. 

Services Taxes. —The receipts from Conservancy Tax 
are Rs. 50,000 per annum whereas the expenditure on 
this account is Rs. 75,000 per annum. Similarly 
receipts from water tax amount to Rs. 5,000 per annum 
and expenditure on this account come to Rs. 12,000 
per annum. Expenditure on lighting is Rs. 7,000. No 
lighting tax is charged. The conservancy tax and water 
tax are charged on the annual rental value @ 5 per 
cent, and 7 per cent, and 3 per cent, respectively. 

3. No remarks. 

4. Receipts from octroi which amount to Rs. 60,000 
minus the cost of collection, viz., Rs. 20,000, i.e., net 
receipts are Rs. 40,000. This is the major source of 
income. Special arrangements have been made for 
ensuring the prompt refund of the levy on goods ex¬ 
ported or in transit. The octroi paid at the importing 
octroi posts is refunded at the exporting octroi posts. 

5. No remarks. 

6. Pilgrim tax is not charged in this Cantonment. 

7. Tax on floating population is not charged in this 
Cantonment. 

8. Poll tax is not levied by this Cantonment Board. 


9. Classification of receipts from taxes on vehicles :— 


Motor Lorries 

=225 

Motor Cars 

=1,633 

Tongas 

=18 

Bicycles 

=4,541 

Bullock carts 

=45 

Hand carts 

=68 

Motor Cycles 

=100 


10. Please see reply to Question No. 193(c) of the 
Questionnaire. 

The existing law made by the State Government 
has adversely affected the revenue of the Cantonment 
Board. The compensation fixed is based bn the income 
of the Cantonment Board from this source on the aver¬ 
age of 1933-34 to 1935-36. The income of the Canton¬ 
ment Board would have been Rs. 3,364 per annum had 
the power of levy of tolls not been taken over by the 
State Government. We receive Rs. 818 per annum. 

11. Profession tax is not levied in this Cantonment. 

12. Theatre tax is not charged by this Cantonment. 

13. Town improvement and other betterment taxes 
are not charged in this Cantonment. 

14. No remarks. 

It is not possible to 'trace the origin of the taxes nor 
is it possible to find out the developments prior to 1924. 
The cash books of the olden times show that almost all 
the taxes now prevailing were charged in 1911. After 
1924 very minor changes have taken place which are 
not worthwhile describing. The rules under which the 
taxes have been imposed and the copies of the relevant 
orders, rates, etc., are appended. 

MEMORANDUM C. 

No remarks. 

MEMORANDUM D. 

We are finally of the opinion that the rates of Central 
and State taxes are fixed at a level that they leave no 
scope for the Cantonment Boards to levy new faxes or 
to increase the current rates of taxes. The Cantonment 
Board Deolali needs ample funds for furthering educa-. 
tion and medical relief. We therefore urge that provi¬ 
sion should be made in the Cantonment Act authorizing 
the Cantonment Board to tax the Govt, buildings. At 
present the Government stores are exempt from pay¬ 
ment of octroi taxes and the vehicles belonging to the 
Government are also exempt from wheel tax. No ex¬ 
emption should be granted to Government properties. 

On its finances the whole success of the Cantonment 
Municipal administration depends. With scanty means 
at the disposal of the Cantonment Board they can not 
make any headway, no improvements can be made 
until sufficient funds in the shape of grant-in-aid, shares 
from sale tax, entertainment tax are kept at the dis¬ 
posal of the Cantonment Board. 


ANNEXURE “A” 

STATEMENT SHOWING RECEIPTS AND EXPENDITURE OF CANTONMENT BOARD, DEOLALI, 
I .—Tax Revenue. II.— Non-Tax Revenue—Grant from Government. 


Water Tax Contribn- 
Houae & Conaer- tion from Ootroi. 
Tax. vancy Tax. D. L. B. 


Educa- 

Tolls. Wheel tion Total. Eduoa- Medioal. 
Tax. Tax. tion. 


Fees, 

Total. Fines, Misoella- Total. GRAND 
Rents, eto. neons. TOLAL. 



f 5,349') 











1948-49 

43,597 / )■ 1,380 

50,055 

5,937 

4,366 

1,46,768 

6,175 999 

6,174 

2,68,984 

55,127 

3,24,111 

4,77,053 


L 36,104 J 












f 5,9791 





3,2721 1.999 






1949-60 

45,618-< V 

56,788 

5,249 

5,394 

.. 1,56,433 

Wtwo 

19,799 

3,28,015 

23,782 

3,61,797 

6,28,029 


L 37,507 j 





14,528 J years) 







f 5,5361 





7,5161 






1960-61 

46,070•<’ V 1,432 

47,624 

4,833 

5,432 

5,820 1,64,625 

)■ 999 

26,696 

2,87,122 

27,075 

3,14,197 

6,04,618 


t 48,878 J 





17,181 J 







f 5,0401 





9,0111 






1951-62 

40,982 ■( V 2,640 

54,390 

4,746 

5,436 

8,407 1,78,268 

y 1,000 

21,853 

2,83,954 

15,293 

2,99,247 

4,99,368 


L 66,627 J 





11.842J 







f 5,5901 





9,6121 






1952-53 

41,587^ )■ 

59,789 

4,784 

6,294 

8,367 1,76,540 

y 998 

24,132 

2,68,795 

32,751 

3,01,546 

6,02,218 


(. 50,129 J 





13.622J 







2,16,752 2,56,739 5,432 2,68,646 25,549 26,922 22,594 8,22,634 91,659 5,995 97,654 14,36,8701,54,028 15,90,898 25,11,186 


22 Finance/55 


7 
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ANNEXURE “A”—contd. 

Details of Expenditure. 




Administration. 

Service— 
Medical. 

Roads Buildings. 

Miscellaneous 

including 

Education. 

GRAND TOTAL. 

• 

1948-49 

. 

28,358 

18,495 

14,142 

39,947 




28,658 

2,78,845 

33,990 

51,132 



9,264 

35,815 

9,632 


66,916 2,97,340 48,132 1,46,790 5,48,178 


1949-50 


1950-51 


28,277 26,433 1,22,161 11,931 

28,439 2,41,153 43,365 67,891 

10,296 

28,264 

9,606 


56,716 

2,67,686 

1,65,626 

1,27,987 

6,17,815 

30,140 

22,670 

14,156 

10,201 


27,997 

2,48,531 

33,733 

74,095 





9,117 





19,643 





13,695 


58,137 

2,71,201 

47,889 

1,26,651 

5,03,878 


1951.52 


1952-53 


26,142 

27,261 

24,508 

2,42,728 

55,143 

15,513 

9,803 

74,189 

9,610 

21,469 

8,098 


53,403 

2,67,236 

70,656 

1,23,169 

6,14,464 

24,824 

21,660 

1,15,811 

5,145 


26,164 

2,25,924 

23,196 

76,108 





8,531 





29,217 





5,437 


50,988 

2,47,584 

1,39,007 

1,24,438 

5,62,017 


2,76,160 


13,50,947 


• 4,71,210 


6,48,035 


27,46,352 



5 X 

ANNEXURE “B” 


Schedule of ootroi duties amended up-to-date . 

N.B_ The original Notification No. 1980(a) dated 7th June 1923 teas subsequently amended by Notifications Nos. 3338/24, dated 18th 

January 1932 and No. 2381/33, dated 1st November 1934 and 3.B.O. 481, dated 1st December 1951. 


Serial • 
No. 


Nemo of .Article. 


Per eart 2 bullocks 
or ekka. 


Per bullock, buffalo, 
mule, tatoo or 
donkey load. 


Per meund. 


Re. a. p. 


CLASS I. 

Abticlm or pood grain (including iloub.) 


1. 

Bajri .... 









2. 

Jawari (and lahyas) . 




• 





3. 

Turi and turi dull 




. 


i 

0 

0 

4. 

Naohani .... 









6. 

Vari husked amd unhusked . 




• • „ 





6. 

Rice busked 




* 1 


i 

4 

0 

7. 

Rice in husk (pahes and lahyas) 




. J 




8. 

Satu or country barley 




• •' 





9. 

Satu or Lakh, Til, Jawas . 









10. 

Mung or mung dall . . 









11. 

Udad or udad dall • 




• 





12. 

Kulith (vetch) . . . 









13. 

Rajigira (and lahyas) . 









14. 

Peas .... 




m 





16. 

Indian corn (seeds and lahyas) 




• i 

> 

i 

4 

0 

16. 

Poppy seed, Kardi seeds 




• 

m 




17. 

18. 










Gram and gram dall (including phutane) 


a • 

X 




19. 

Other tood grama 

• 

• 







20. 

Math • • • • 




• 





21. 

Wheat flour 




. 





22. 

Flour (rawa) 









23. 

Gram flour 




. 





24. 

Rioe flour 




• 





26. 

Bajri and jawari flour 




• 


i 

0 

0 

26. 

Castard seeds . . . 






i 

4 

0 

27. 

All kinds of bhusa and chuni 


■ 

• 




• 



Groceries. 








28. 

Dates fresh ... 

• 

• 

• 

• • 


2 

0 

0 

29. 

Arrowroot . . . 

* 

• 

• 

• 


2 

0 

0 

30. 

Sugar .... 

• 

• 

• 

• 





31. 

Sugar candy . . 

• 


• 

• • 

p 

6 

0 

0 

[32. 

Milk .... 

• 


• 

• 





33. 

Butter .... 

• 


• 

• • 





34. 

Ghee • • • • 

• 



• • 

p 

8 

0 

0 

36. 

Almond seeds . 

• 



• • 





36. 

Coconut with or without shell 




• • 

] 




37. 

Dry fruits of all kinds 




• « 



KJ 


38. 

Akrood .... 




• • 

J 





Re. a. p. Re. A. ». 


0 3 0 0 1 0 


0 3 9 0 1 3 


0 3 0 0 1 3 


0 3 0 

0 3 9 

ttm 

o « o 

0 6 0 

1 2 0 

1 8 0 


0 10 
0 13 
0 10 

0 2 0 
0 2 0 

0 6 0 

0 8 0 


0 6 0 
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ANNEXURE “B”—contd. 


Name of artiole. 


Per cart 2 bullocks Per bullock, buffalo, 
or ekka. mule, tatoo or donkey 

load. 


Per maund. 


CLASS I — contd. 
Gbooebibs— confd. 


Rs. A. P. 


Rs. a. p. 


Rs. a. p. , 


Sago rice 

Tawkir 

Manuka 


Bedana 


Dry Shingada 
Dry dates 
Jardaloo . 
Dry figs . 
Almonds . 


Charoli 

Mixed dry fruit 
Khobra 


Kakawi , 


All kinds of oils 
Karan ji oil 
Erandi oil 
Ogan oil . 
Crude oil . 

U. N. Oil . 
Sweet oil . 
Coconut oil 


Jawas oil . 
Saraoo oil . 


Preserve and condiments ..... 
Oilmans stores and preserved provisions of all kinds 
Bisouits, cakes, sevais, sweetmeats and creams 


Peppermints, condensed milk, tinned food and meat of f 
all kinds. j 

Ground nut, ground nut-seeds and tamarind 


Ad valorem Rs. 1-9 per oent. 


Ad valorem Rs. 2-5 6 per cent 


Betal leaves 


Fbotts, Vegetables and Fish and Eoos, 
Vegetables not otherwise specified . 

Chillies green ....... 


Indian corn cobes 


68. Potatoes 


0 6 0 


0 1 0 


0 3 0 


0 10 0 


0 12 0 
0 12 0 


0 2 6 
> 3 0 


0 0 4 


0 3 0 
0 3 0 


Sweet potatoes 


0 3 0 
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ANNEXURE “B”—oontd, 


Name of artiole. 


Per cart 2 bullooka Per bullook, buffalo, 
or ekka. mule, tatoo or donkey 
load. 


Per maund. 


• CLASS I— contd. 

Fruits, Vzohtabus airs Fish and Eaaa — contd. 
Ale. 


All kinds of fresh fruits 
Sugar cane 

Eggs 


Re. a. p. 


Shrimps dry 


Mandlay . 
Khara masa 
I oe fish 
Fresh fish 
Balm fish • 


Green fodder 
Dry grass 


Luoeme . 
Himp seed 
Cotton seeds 


Oil cakes (all kinds) 


Hone food 


Food sob Ahimal 


Avbadi. 


10 0 
8 0 0 


0 0 0 


0 8 0 


>00 


Rs. A. P. 


0 3 0 
18 0 


0 10 


0 16 


0 6 0 


Ra. a. r. 


0 12 0 
0 2 • 
0 10 

0 8 0 


0 3 0 


0 6 0 
0 6 0 


0 0 3 


0 0 6 


0 2 0 


CLASS II. 

Ahikau sob Slauqhthb. 


Fowls of all sorts 


4 0 0 


CLASS in. 


Abtiodm os Foil Liohtihq ahd Washuto. 


0 12 0 


0 4 0 


Cow dung cakes 
Firewood . 


All mixed ooal 


Ash khangar 
Coal or haro ooal 
Coal patti or pud 
Liquid fuels, etc. 
Candle and candle wax 
Match boxes 
All kinds of fire works 
Bar daru powder 
Kerosene oil 


0 2 0 
0 4 0 


0 0 6 

0 0 9 


Ad valorem Ks. 1-9-0 per oent. 


0 0 2 
0 0 Z 


0 3 0 


0 10 0 
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ANNEXURE “B”—contd. 


Name of artiole. 


Per oart 2 bullocks Per bullock, buffalo, 

or ekka. mule, tatoo or donkey Per maund. 

load. 


CLASS III— contd. 
Washisq. 


109-A Washing soda, Selected soda .... 

110. Rithas. 

111. Shikakai ...•■••• 

112. All kinds of soap excluding toilet and scented soaps 

113. All kinds of washing soap. 

113-A Sizing salt, Caustio soda. 

CLASS IV. 

BornDixa Matbbial. 


114. Rubble stone. 

115. Lime Stone. 

116. Sand. 

117. Cut stones and other building stones . 

118. Shahabad tandur and other paving slabs 

119. .. 


Ad valorem Rs. 1-9 per cent. 


120. Bomboos of all kinds and split bamboos . • •] 

121. Bamboo and other mats . . • • • ■ J 

122. Burnt brioks and tiles including mangalore and minton' 

tiles. 

123. Hemp fibre, alees fibre, cocoa fibre, and cocoa fibre 

rope. 

124. Wooden doors and windows with or without frames and 

wooden regs. 

125. Colours and paints and painting oils of all kinds including 

linseed oil and varnishes, etc. 

120. Dammer. 

127. Cement.J 

128. Marble stones. 

129. Devdari boxes, etc. 

130. Teak wood planks. 

131. Teak wood used for building. 

132. Square logs. 

133. Other kinds of teak wood ..•••• 

134. Dcodari planks. 

135. All kinds of planks. 

130. Wood plough. 

130-A Country lime, Sand mixed lime, Surtin lime . 

CLASS V. 

Dauas, Bevbbaqbs, Spicbb, Gums asp Pbmumis, itc. 

197. Tag and ghaipat. 

198. Ginger . . .. 

199. Gum. 

200 . .. 

201. Shepa . 

202. Bauoha. 


Ad valorem Rs. 1-9 per cent. 


0 10 


0 1 0 
per cart. 
0 3 0 


0 4 0 


0 8 0 


0 0 3 


0 10 


0 0 9 


0 10 


Ad valorem Rs. 1-9 per cent. 


Ad valorem Rb. 3-2 per oent. 


Ad valorem Rs. 1-4 per cant. 


Rs. AS r. 


0 3 0 


0 0 1 


0 0 2 


0 0 3 


0 0 6 


0 16 


0 3 0 


0 2 0 


0 12 0 


203. Lao 














ANNEXURE “B”—oontd, 


Serial 

No. 


Name of artiole 


Per eart 2 bullocks Per bullock, buffalo, 
or ekka. mule, tatoo or donkey 

load. 


CLASS V— contd. 

Deuos, BiyjutAOis, Brians, Oam awd PnrnuES, 

*to.— contd. 

204. Papadkhar. 

206. Velohi 

108. Bel. 

207. Ranji or .. 

208. Tukam rai . .. 

209. Hirda . ..... 

2X0. Bal hirda. 

211. Amsool oil ....... 

212. RohUale oil. 

213. Sora.. 

214. Oandbak (Sulphur). 

216. Alum .(■•••** 

218. Lueereue seeds.. 

217. Tejab ........ 

218. Moray oil.tfC, 

219. Katohu (kath). 

220. Hypo. 

221. Bhoikohale oil. 

222. Ud-Benzoin. 

223. Camphor ....... 4*’ 

224. Baw oamphor. 

225. Jaiphal ........ 

228. Cardmons ....... 

227. Dhoop ........ 

228. Borio powder. 

229. All kinds of Aro acid. 

230. Dry and red ohillies. 

231. All kinds of masala. 

232. Cloves. 

283. Dalohini. 

234. Tunnerio ........ 

235. All kinds of jere. 

288. Amsool ........ 

237. Corriander seeds. 

238. Garlio . .. 

289, Tamal patti. 

240. Mobri ........ 

240>A Saltpetre. 

240-B Salammoniac. 

240*0 Mace ... . • * • 

241. Methi ........ 

242. Badhian. 


Bs. 


a. r. 


Be. 


A . P. 


Ad valorem Bs. 1-9 per osnfc. 


Ad valorem Ra. 1-9 percent 


Ad valorem Bs. 1-9 per oent. 


Ad valorem R». 1-9 per cent. 


Per maund. 


Rs. A . P. 


0 12 0 


0 12 0 


0 4 0 
0 6 0 
0 8 0 
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ANNEXURE “B”—contd. 


Name of article. 


Per cart 2 bullocks Per bullock, buffalo, 
or ekka. mule, tatoo or donkey 
load. 


Per mauml. 


CLASS V— canid. 

Dbttgs, Bbvkbagbs, Spicks, Gums amd Pbbpumbs, 
kto.— conid . 

Dagadphool. 

Shah jira. 


All kinds of masala articles 
Cocum 


its. A. P. 


Rs. a. p. 


Rs. a, p. 


Tobaoo 


Wada or wadia . 
Khumari . 
Qudakhoo 


All kinds of tobacco 
Beta) nuts 

Medioines not entered 


Sandal wood 
Saffron 
Perfumed oil 
Jintan pills 
Toilet soap 
Udabatti . 


Perfumery of all other kinds 
Medicated soap . , 


CLASS VI 

267. Cheroots, oigars and cigarettes , 


in any other item 


208. Country bidies 


209. Leave* for bldies 


Ad valorem Rs. 1-9 per cent. 


Ad valorem Rs. 1-9 percent. 


Ad valorem Rs. 3-2 per cent. 


Ad valorem Rs. 3-2 percent. 


Ad valorem Rs. 1-9 per cent. 


Ad valorem Rs. 3-2 per cent. 


Ad valorem Rs. 1-9 per cent. 


0 4 0 


0 2 0 


0 4 0 


CLASS VII. 

270. Pieoegoods and other textile fabrics and manufactured 
articles of olothlng and dress. 


271. Kamalies 


272. Coarse ootton oountry. 

273. Carpets. 

274. Fabrics of hemp or jute ..... 

275. Cotton and linen pieoegoods ..... 

270. Woollen pieoegoods. 

277. Silken pieoegoods . 

278. Embroidery. 

279. Other textile fabrics and manufactured articles of 

clothing and dree* including boot shoes and other 
foot wear. 


Ad valorem Re. 1-18-2 per cent. 
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Serial 

No. 


Name of articles 


Pw cart 2 bullooks Per bullook, buffalo, 
or ekka. mule, tatoo or donkey 
load. 


Per mauud. 


Rs. 


Rs. 


a. t. 


CLASS VIII. 

Metal and articles of metal. 


280. 

281. 

282. 

U.. ■ 

283. 

284. 

^ 285 . 

280. 

287. 

288. 

289. 

290. 

291. 

292. 

293. 

294. 


Iron 
Zinc 
Lead 
Steel 
Tin 

Galvanized tins, etc. 

Time metal 
White metal 
Black antimony 
Galvanised iron 
Tin sheets 
Plain and all kinds of sheets 
Copper and brass artioles . 


? 3 « 


Furnishing hardware inoluding plated ware and cutlery } 

Builders and engineers hardware tools. . . . ^ 

Bell metal, mercury, metal alloys and articles , 
thereof not otherwise specified, copper and brass f 


Ad valorem Rs. 1-9 per oent. 


0 8 9 


295. 

290. 

297. 

298. 

299. 

300. 

301. 

302. 

303. 

304. 
306. 

306. 

307. 

308. 

309. 

310. 

311. 

312. 

313. 

314. 

315. 

316. 

319. 

320. 


CLASS IX. 

Miscellaneous. 

Clocks and accessories . , 

Cycles and accessories . . 

Machinery. (With the exception 


of machinery imported direot by the owners of the 
cotton spinning and weaving mills). 

Glassware inoluding bangles 

Leather and leather goods 

Gangawan 

Rubber and rubber goods 
Perambulators . 

Wheels 

Haberdashery . 

Stationery (inoluding papers of all kinds) 

Musioal instruments including piano*, harmoniums, etc 
Cinematograph apparatus and accessories 
Photograph apparatus and accessories . 

Ivory . . . 

Silk 
Thread 

Pictures on wood or stone 
Chinaware 

furniture (wood) , 

Carbon 

Motor oar and motor cycles kept in Cantt. for sale 
Cinema films and talkies or silent 


Ad valorem Rs. 1-9 per osnt, 


Rs. 0-4-Q per 1,000 fipet. 


12 Ffoinee/SQ 





















ANNEXURE “B”—concld 


Serial Per oart 2" bullocks Per bullock, buffalo. 

No. Name of artiolo. or ekka. mule, tatoo or donkey. Per mauad. 

load. 


CLASS X. 

321. Tarwad bark. 

322. Plain tain leaves and stumpa 

323. Oil cake for manure .... 

324. Clay figures. 

326. Shindi leaves. 

326. Fish manure. 

327. Coconut broom stioks 

328. Ice . 

329. Leaf dishes and oups (dron and patravall 

330. Wool (unspun). 

331. Earthen pots. 

332. Cotton with or without seeds 

333. Seeds not otherwise specified 

334. Sport goods. 

336. Toys (all kinds) .... 

336. Kleotrio goods (all kinds) , . , 

337. China matting. 

338. Phenyle ... . . 

339. Gulal. 

340. Red lead (Shendur) .... 

341. Redohalk ..... 

342. Red and yellow earth . . 

343. Chalk. 

344. Tar cloth. 

346. Oil doth. 

346. Umbrella and ootton mattresses . 


Rs. A. r. 


Rs. a. P. 


Ad valortm Rs. 1-9 per cent. 


> Ad valorem Rs. 3-2 per cent. 


Ad valortm Rs. 1-13-2 per cent. 


Rs. 


A. P. 


ANNEXURE “C” 

Bombay Government Revenue Department. 

Bombay Castle. 21st July, 1942. 

No. 8674.—In exercise of the powers conferred by 
section 60 of the Cantonments Act 1924 (II of 1924), 
the Governor in Council is pleased to impose the 
following taxes in the Cantonment of Deolall with effect 
from the 1st of August 1924, namely: — 

I. Tax on vehicles and animals. 

A tax as specified below on animals and vehicles 
kept for use within the limits of the Cantonment, other 
than vehicles plying for hire and animals and vehicles 
belonging to agriculturists: — 

Rate of tax 

Description of animals and vehicles. payable 

quarterly. 

Rs. A. P. 

Motor vehicles carrying more than 
7 persons and motor lorries . 9 0 0 

Motor car . .600 

Motor cycle .2 0 0 

One horsed vehicle with ? wheels ,200 


Rate of tax 

Description of animals and vehicles. payable 

quarterly. 

Rs. A. P. 

One hqrsed vehicle with 4 wheels .300 

Two horsed vehicles with 2 wheels . 3 8 0 

Two horsed vehicles with 4 wheels . 3 12 0 

Carl with two bullocks . . .18 0 

Cart with one bullock . . .10 0 

Hand cart.10 0 

Horse, ponies, mules or donkeys 
ridden or led .... 100 

Pack animals per head .080 

Provided that the tax shall not be levied on any 
animals unless it is used exclusively without a vehicle 
or is surplus to the complement of a vehicle. 

II. ToUs. 

Tolls at the following rates on animals and vehicle! 
entering or leaving the limits of the Cantonment, other 
than jtnimal? and vehicles liable to the tax on animals 
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and vehicles, and animals and vehicles belonging to 
agriculturists residing within the Cantonment. 

Quarterly 

composition 

Description. SXftta* 

outside Can¬ 
tonment. 


Motor vehicles carrying 
more than 7 persons 


Rs. A. p. 


and motor lorries . 

3 annas 

6 

0 

0 

Motor car 

3 annas 

3 

0 

0 

Motor cycle 

H annas 

1 

0 

0 

One horsed vehicle 

with 2 wheels . 

1 anna 

1 

0 

0 

One horsed vehicle 

with 4 wheels . 

11 annas 

1 

8 

0 

Two horsed vehicle 

with 2 wheels . 

11 annas 

3 

8 

0 

Two horsed vehicle 

with 4 wheels . 

2 annas 

3 

12 

0 

Cart with two bllocks 

1} annas 

1 

8 

0 

Cart with one bullock 

11 annas 

1 

0 

0 

Hand cart . 

1 anna 

1 

0 

0 

Horse, ponies, mules or 

donkeys ridden or led 

1 anna 

1 

0 

0 

Pack animals per head 

1 anna 

0 

8 

0 


Provided that— 

(a) animals and vehicles used by Government 

Officers on duty or for the conveyance of any 
person or property In their custody shall be 
exempt from tolls ; 

(b) owners of tongas residing in the Cantonment 

may compound for the tolls leviable on their 
tongas by paying the lump sum of one rupee 
per mensem; and those for victorias by 
paying the lump sum of one rupee eight 
annas per mensem ; 

(c) the Cantonment Authority may permit any 

person to compound for the tolls leviable on 
animals and vehicles by paying quarterly the 
lump sum mentioned in the table given 
above. 

III. Tax and toll on pedal eyelet. 

A tax on pedal cycles kept for use within the limits 
of the Cantonment and a tax on the said vehicles enter* 
ing or leaving the limits of the Cantonment as specified 
below:— 

(1) Cycles kept for use with¬ 
in Cantonment limits 
other than those kept for 
hire. 


Two rupees a year. 


(2) Cycles kept for hire with¬ 
in Cantonment limits. 

(3) Cycles entering the Can¬ 
tonment but not liable to 
taxation other than those 
let for hire. 

(4) Cycles let for hire and 
entering the Cantonment 
but not liable to taxation. 


One rupee a quarter. 

One anna a day or 
(when paid In 
advance) one rupee 
a year. 

One anna a day or 
(when paid in 
advance) one rupee 
a quarter. 

Provided that cycles used by school children for 
bona fide educational purposes shall be exempted from 
payment of tax or toll on cycles. 

Note.— The hirers of cycles shall submit monthly 
return showing the number of cycles they let out for 
hire. 

By order of the Governor in Council 
G. E. CHATFIELD, 

Chief Secretary to Government. 


Note. —Under the Notification of the Government of 
India, Home Department No. 163, dated the 18th Novem¬ 
ber 1881, person exclusively on Military employ or 
belonging to a department directly attached to the Army 
being persons subject to the Army Act or the Indian 
Army Act 1911, are when on duty in a Cantonment, ex¬ 
empted from taxes on horses, mules or ponies kept for 
Military Duty, and from tolls leviable In ressect of 
animals or vehicles kept or used for Military "duty. 

Animals and vehicles which are public property 
are exempted from taxes (including tolls) under the 
same notification. 


Copy of the Bombay Government General Depart¬ 
ment Resolution No. 666-A, dated the 2nd October 1922 
modified by the Government Notification No. 8674, dated 
the 17th December 1923 and as further amended by 
Government of India Notification No. S.R.O. 152, dated 
the 5th August 1950. 

No. 666-A.—In exercise of the powers conferred by 
clause (a) of sub-section (1) of Section 15 of the Can¬ 
tonments Act 1910 (XV of 1910) and in supersession of 
m V ??ri I ? en J t Notification to ths General Department 
No. 4377, dated the 26th June 1916, the Governor in 
Council, with the previous sanction of the Governor 
General m Council, is pleased to impose the following 
taxes in the Cantonment of Deolali with effect from 
1st day of November 1922, namely: — 

(1) A rate on buildings of 5 per centum per annum 

of the annual value of the buildings for 
general purposes. 

(2) A special sanitary cess of 7 per centum per 

annum on the annual value of buildings and 
premises in or on which there are private 
latrines cleansed by the Cantonment Autho¬ 
rity. 

(3) A general sanitary cess of 5 per centum on the 
annual value of buildings and premises in or 
on which there are no private latrines for the 
construction and maintenance of public 
latrines. 


- the Government Revenue Department Noti¬ 

fication No. 8710(a), dated the 9th January 1924. 

No. 8710-(a).-—In exercise of the powers conferred 
by clause (a) of sub-section (i) of section 15 of the 
Cantonments Act 1910 (xv of 1910) the Governor in 
Council is pleased, with the previous sanction of the 
Governor General in Council to impose a water rate 
within the limits of the Cantonment of Deolali for water 
supplied by the Cantonment Authority at the Following 
rates namely: — 

In respect of buildings situated within a radius 
of 1,000 feet from any public fountain or stand post 
and yielding or capable of yielding annually a rent 
exceeding Rs. 8 per annum, three per centum on 
their annual rental value; 

Provided that: — 

(i) Building which have a private connection shall 

pay the charges fixed under section 71 of the 
(Bombay Act III of 1901) as extended to the 
Cantonment of Deolali, and 

(ii) Public buildings used exclusively for religious 

or charitable purposes which yield no rent 
snail be exempt from the water ‘ rate. 

By order of the Governor in Council 
(Sd.) 

Chief Secretary to Government. 


C 2PV °£ the Government of India Notification 
No. S. R. O. 153, dated the 5th August 1950, published 
tn the Gazette of India (Part II, Section 4) on Page 96. 

S. R. O. 153.—In exercise of the powers conferred 
by section 60 of the Cantonments Act, 1924 (II of 1924), 
the Cantonment Board, Deolali, with the previous sanc¬ 
tion of the Central Government, hereby imposes an 
Education Tax Payable yearly in advance on the 1st 
day of April in each year by the owner of a building 
situated within the Cantonment limits of the Deolali 
Cantonment at the rate of 1 per cent., per annum on 
the annual value of any such buil ding . 

Provided that no tax shall be payable in respect of 
a building the annual value of which does not exceed 
Rs. 36. 



Replies of the District Local Board, Baroda, to the Questionnaire of the Taxa¬ 
tion Enquiry Commission. 


PART VI—LOCAL TAXATION. 

Question 185.—The system of local taxation in 
India is defective, which generally relates to the frame¬ 
work—constitutional, legal, etc. 

Particularly I have in view the property tax, viz., a 
tax for general purposes on lands and buildings. In 
India the property tax levied by Local Bodies is assessed 
on real estate, the rateable value of the premises which 
a person happens to own and the tax paying capacity 
or the income of the payer is not at all taken into con¬ 
sideration. This notion brings the payers, especially in 
villages, into great difficulty where they inherit big 
ancestral residential houses Which brings forth a little 
or no rent and the payers having no other sources of 
income. 

The possible way out of this difficulty is that in 
Municipal and Village Panchayat areas the property tax, 
viz., tax on lands and buildings should be based in case 
of those assessees who have no adequate income for the 
payment of tax, on their income or their capacity to 
pay and not on the rateable value of the premises he 
owns. 

Question 186.—When the proceeds of the terminal 
taxes an goods or passengers carried by railway, sea 
or air are to be assigned to the different states it is no 
use keeping this tax under the Union List. These 
terminal taxes should, therefore, be transferred from the 
Union List to the State List. 

Also the Pilgrim Tax which at present is under 
Union List should be taken under the State List. 


capital value or a fraction thereof and that 
for Municipal areas should not be more than 
61 per cent, of the rental value; 

(iv) For the purpose of this tax in \yilage Pan- 
chayats, the limits should be the village site 
or the “ Gamthan lands ” only and not the 
“ Sim lands ” or the fields, since no services 
can be rendered by Village Panchayats in the 
sim lands. 

The rental value below Rs. 12 and the capital value 
below Rs. 500 should be exempted from this tax. Also 
an owner of the properties who have no other source of 
income and where his properties do not bring forth 
any income at all, should be exempted. 

The properties of educational trusts or of co-opera¬ 
tive housing societies only should be exempted from the 
tax. 

The remissions to be given for vacant properties, 
especially in municipal areas, should be in 
to the period they have remained vacant. 7 
tion should be given to the new buildings. 

Question 204.—The property tax need not be pro¬ 
gressive. But I am of the opinion that in case of the 
tax on lands and buildings the maximum rate should 
be prescribed by statute, say Rs. 10 for Village Pan¬ 
chayats, since no extra services are to be rendered for 
big properties. 

Question 205.—All the local bodies, except the Dis¬ 
trict Local Boards, should be empowered to leOy pro¬ 
perty tax. 


Question 187.—The considerations to be taken Into 
account in judging the suitability of a particular tax 
are as follows :— 

(i) Tax paying capacity of the people ; 

(ii) Less expenditure and harassment to the public 

for the work of collection of the tax ; 

(ill) Scope of amenities to be provided to the tax¬ 
payers. 

The tax-paying capacity of the tax-payers and the 
income producing capacity of the property may generally 
be included amongst the considerations relevant for 
the suitability of assessment. 

Questions 188 to 196.—No remarks offered. 

Question 197.—No. 


These bodies should be authorised to levy-tW- tax 
on lands and buildings at such rates which they decide, 
the maxima and minima being prescribe by statute. 
As for other “ service taxes ” they should be allowed to 
choose to levy the taxes at such rates as would derive 
sufficient income to meet with the expenditure. 

In Bombay State the Village Panchayats are 
empowered to levy a tax on shops at the flat rate if 
Rs. 5 per shop. Very recently the Government has 
Interpreted that this tax is applicable to the artisans 
like tailors, blacksmiths, carpenters, shoe-makers and 
others. Thus they are required to pay the tax on shops 
over and above the house tax. This, in fact, is not 
fair. They carry out their ancestral profession at home 
as the agriculturists do the farming. These persons 
should, therefore, be exempted from the tax on ‘ shops ’. 

Question 206.—No. 


Question 198.—Local bodies, especially Village Pan¬ 
chayats fall to make full use of the tax resources avail¬ 
able to them. They should, therefore, use their powers 
of taxation fully before receiving further grants-in-aid, 
in excess over the statutory ones, as a means of adding 
to their resources. 

Question 199.—Grants-In-aid are being preferred 
because other alternatives involve, to Some extent, addi¬ 
tion of the burden of taxation on the people. 

Question 200.—There is no need for correlating these 
different taxes, since there would be anomaly in doing 

so. 

Question 201.—In case of general property tax to be 
levied by Local Bodies the basis to be adopted for the 
Municipal areas should be only the annual rental value ; 
while that for the Village Panchayat areas should be 
the capital value and that in Village Panchayat the tax 
should not exceed Rs. 10 in each case. 

Question 202.—I agree with the views of the Local 
Finance Enquiry Committee. No other comments to 
make. 


Question 207.—Service taxes should not be levied on 
the same basis as general property tax. The rates of 
“ service taxes ” should be such as would derive sumtlent 
Income to meet t^ith exfpehses towards thb same. Ih 
faft these taxes should be 'Self-Supporting, ho deficit 
being allowed to be supplemented from the general 
revenue of local bodies. 

Question 208.—The system of local fund cesaqt 
cesses on land revenue) is satisfactory in its operation 
In the Bombay State. But one thing that pinches most 
In connection with collection matter is the remunera¬ 
tion to be given to the Government. District Local 
Boards have to pay certain percentage, say three per 
cent, towards the remunerations of Talktis and Patels 
for the collection of local fund cess. The remunera¬ 
tions of Talatis are to be credited to Government as 
they are the servants of Government. I am of the 
opinion that Government should let go this remunera¬ 
tion as no extra work is entailed ih collecting local 
fund cess as the same is being collected along With 
land revenue. The Village Panchayats do not get any 
share from local fund cess and hence they are not here 
dealt with. 


Question 203.—The following should be the principles 
to be adopted in regard to the general property tax: — 

(i) The basis of the tax In municipal areas should 
be the annual rental value while that in the 
Village Panchayats, the capital value of the 
property; 

(ii> The local bodies should have the choice of the 
rates of the tax; 

(iii)- The maximum rate of the tax for Village Pan¬ 
chayats should be Rs. 0-2-0 per Rs. 100 of the 


(i) No minimum and maximum rates of levy have 

been provided in the Bombay Local Boards 
Act, 1923, but a uniform rate of annas three 
per rupee payable as ordinary land revenue 
or which would be so payable had there 
been no alienation of land revenue has been 
laid down. 

The rates are not too high. 

(ii) Every District Local Board has to pay over 

annually to the District School Board for the 




purpose of primary education, 5/12th of its 
revenue of local fund cess. District Local 
Boards have also to assign and cause to be 
paid out of its fund to every municipality and 
cantonment, Committee within the District a 
sum equal to two-thirds of the local fund cess 
levied from lands within the municipal dis¬ 
trict or cantonment subject to such Munici¬ 
pality or Committee, and may, in its discre¬ 
tion, assign and pay to every such Munici¬ 
pality or Committee, the whole of the said 
amount. Over and above this, the local 
boards have to make provisions for vaccina¬ 
tion, sanitation 'and other measures of Public 
Health. The only source of income of Local 
Boards, in Bombay State, is the local fund 
cess and lion share is to be earmarked for 
the primary education and sanitation pur¬ 
poses. Again a handsome amount is to be 
spent after establishment. Thus very little 
is left for Public Civil Works. The grants- 
in-aid given by Government for the Local 
Public Works, Village Approach Roads, and 
for construction and maintenance of roads in 
forest areas are not sufficient. 

It is, therefore, recommended that Government 
should entirely bear the expenditure on edu¬ 
cation. vaccination, sanitation and other 
measures of public health, thus relieving the 
local boards of other responsibilities of these 
works. 


Although both octroi and terminal taxes are unsuil 
able as forms of local taxation if one of them is to b 
retained in view of its productivity of large income o 
local bodies, I am in favour of retaining the latter bias 
much as it is simpler in collection, the rates also beta 
kept low. 

Another point that crops up at this stage is tha 
under provisions of the Bombay Village Panchayats Ad 
1933, even Village Panchayats in the Bombay State hav 
been authorised to levy octroi and the rules made by th 
Divisional Commissioners prescribing the rate and th> 
manner in which taxes and fees shall be leviable by th 
panchayats provide in the case of octroi that a Pan 
chayat which decides to levy this tax shall levy it on al 
the goods specified in the schedule which are importet 
into the octroi limits, for consumption, use or sale there 
m and at the rates specified in the said schedule Th. 
schedule contains, among other articles, the necessarie 
of life such as building materials, cloth, oils, oigars 
* ro ,^ en ?’ cigarettes and biris, kariana, matches, suga 
of all kinds, sugar preparations, tea, coffee, cocoa, etc. 

The main principle of octroi should be that thougl 
it is an indirect taxation, generally the inhabitants o 
the villages levying octroi may be taxed. But ii 
practice it so happens that if a village having the centr< 
of trade and commerce, levies octroi the inhabitants o 
the neighbouring villages are also being taxed sinct 
Uiey have to purchase the goods from that village 
Thus the village levying octroi flourishes at the cosi 
of neighbouring villages. 


Moreover, every year a grant equal in amount 
to 25 per cent, of an ordinary land 
revenue of villages of the district having no 
Village Panchayat and 10 per cent, of an 
ordinary land revenue of villages having 
Village Panchayats, should be made to Dist. 
Local Boards. 

Unless the local boards .are freed from their 
responsibilities for primary education, vac¬ 
cination and general sanitation and unless 
an extra grant of 25 and 10 per cent, of 
ordinary land revenue as stated above is made 
to them, it is well high impossible for them 
to attend to other means of communications, 
viz., roads, cross-drainages, etc. 

(iii) The suspensions and remissions of land revenue 
do not affect the collection of the cesses. The 
State Government, however, may, on the 
application of the local board to which the 
cess is payable, suspend the collection of the 
cess or any portion thereof in any year in 
any area subject to the authority of such local 
board. 

No suggestion to make. 

Question 209.- —(i). General survey of the history of 
octroi and terminal tax right from ancient Hindu rulers 
up to the present day and the changes in Government 
policies in connection with these taxes as declared from 
time to time will show that the octroi vexatious in its 
character and works as an impediment to industry and 
commerce and would raise the prices of common com¬ 
modities and necessaries of life. On account of certain 
defects in its very nature, Government view was to sub¬ 
stitute it by terminal tax. Though both kinds of taxes 
tend to hamper trade and cause unnecessary harassment 
the only merit they possess is that they are an important 
source of income of local bodies. Financially they are 
the most productive items of indirect taxation open to 
local bodies. This District Local Board has not levied 
octroi and hence no remarks are offered as regards cost 
of collection, size and complexity of administration, 
scope of evasion, etc. 


Again, no selection of the items of commodities tor 
octroi is given to VJPPs. levying this tax since it is 
compulsory to levy it on all the goods mentioned in 
the schedule. This affects adversely the trade and com¬ 
merce, of the village and therefore V.PPs., with a view 
not to hamper the trade of the village, are avoiding the 
levy thus depriving themselves of a handsome income 
from octroi which they would have otherwise received 
had an option been given to them for the items of com¬ 
modities leviable and the rate of tax as well. 

To be very frank I am of the opinion that only the 
Viliage Panchayats with a population of 5000 and above 
be Siven the right to levy octroi and that they 
should be allowed to choose the items of goods for 
octroi and also the rates. At the most Government 
should approve a model schedule for octroi which may 

the *u hst * ot prti ? les and the maximum rates 
permissible therefor, articles ot necessaries of life 
being altogether omitted, or if included, their rates 
being kept as low as possible. 

Strictly speaking only the municipalities should be 
allowed to exercise the right to levy an octroi or ter¬ 
minal tax, debarring the Village Panchayats totally. 
Because it is not fair at all to empower village pan- 
chayats of this tax, because village fock should be taxed 
of ii j - , as P° ssl ble. But if the financial position is 
looked into and with a view to make these bodies more 

5 l 0 C n h n and" l he Villa «e Panchayat with a populaffon ol 
5000 and above need be allowed to exercise this right 
as mentioned above. But if Government accepts as 

the Vll l age Panchayats should not be vested 
with this power of taxation. 

Questions 210 to 212.—No remarks offered. 

„, + . Q “ e f l0 “ the basls of assessment for 

not beAvoided 6 by weight ' The Procedural delays can- 

^ 214.~STes. The terminal tax may be 

collected by State Transport authorities as is done by 
Railway Authorities and they may be given centage 
charges for such collection. 

Question 215.—No. 


(ii) and (iii). I fully agree with the views expressed 
by the Indian Taxation Enquiry Committee (1924-25) 
that the octroi and terminal taxes are uncertain in their 
incidence. Their collection and the system of refunds, 
which forms an essential feature of octroi puts the 
person paying the tax to a great amount of inconveni¬ 
ence. Where they are imposed on the necessaries of 
life, they do not proportion the burden to the means of 
the payer and the expense of collection and the facilities 
ior fraud are disproportionately large, with numerous 
bodies independently taxing trades, it is impossible to 
know what are the burdens trade is really carrying and 
quite impossible to ensure their being adjusted in any 
way fairly among different articles and goods. 

Octroi and terminal tax are mutually exclusive 
systems. It is, therefore, not desirable to combine the 
two systems. 


Question 216.—No. 

Question 217.—The pilgrim tax may be adopted by 
other local bodies wherever possible; but the rate of 
the tax should not exceed Re. 0-1-0 per day per pilgrim. 

The floating population in bigger cities need not be 
taxed. 

Question 218.—The very idea of introducing “Poll 
tax is inhuman and therefore is not at all desirable. 

Question 219.—(a) Government should piJy a reason¬ 
able share, say more than 50 per cent., from the Motor 
Vehicle Tax received from the vehicles plying on the 
roads of the District Local Boards. 

(b) Tolls are a suitable form of local taxation. 
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Question 220.—With the exception of four or five 
district local boards no District Local Board levies the 
profession tax in the Bombay State. So this question is 
not so important in this State. Still however personally 
I am of the opinion that there is no harm in raising the 
maximum limit from Rs. 250 to Rs. 1000 as recommended 
by the Local Finance Enquiry Committee. 

The tax may widely be adopted by other local bodies 
in the Bombay State if the conditions prevailing in their 
respective areas so permit. The municipalities and the 
Dist. Local Boards can suitably levy it. 

The tax should not be made compulsory. 

Other remarks not offered. 

Question 221.—The entertainment duty levied by 
State Government should be given to local bodies and 
they should cease levying a “ Theatre Tax 

Question 222.—Betterment taxes should be levied by 
Local Bodies. 


Question 223.—The full amount of forest-cess levied 
by Government should be given to District Local Boards. 
The share of 2 per cent, from Forest Revenue to District 
Local Boards (in Bombay State) for construction and 
maintenance of roads and for medical relief in forest 
areas of the District is not sufficient for the purpose. 

Question 224.—No 

Question 225.—No. 

Question 226—Nil. 

Question 227—No. 

Question 228.—Provisions should be made for manual 
labour being contributed as an additional tax to Village 
Panchayats in furtherance of a specific local develop¬ 
ment work. If any person does not come forward to do 
manual labour, he should pay for as many labourers 
as the local body is required to engage on his behalf. 
By so doing the people will be trained in the sense of 
self-help. 


Replies of the District Local Board, Saba rkantha District, to the Questionnaire 
and the Supplementary Questionnaire of the Taxation Enquiry Commission. 


REPLIES TO QUESTIONNAIRE 

Question 185.—Formerly there was control of the 
Government of India over the powers of taxation 
of Local Authorities. This control was abolished 
by the Government of India Act, 1919 under which Local 
Self Government became a transferred subject and came 
under the control of elected Ministers in each Province. 
Certain taxes were then specified in Statutory Rules and 
included in what were known as Scheduled Taxes. 
These Scheduled Taxes Rules were also repealed with 
the enactment of the Government of India Act 1935 
and the Seventh Schedule to the Act of 1935 contained 
three lists of subjects : the Federal List, the Provincial 
List, and the Concurrent List. Local Authorities and 
the taxes which they might impose were not mentioned 
separately. List (ii) of the former Scheduled Taxes in 
question was included in the Provincial List and State 
Governments utilised what were previously recognised 
to be purely local taxes for their own purposes. This 
position is continued in the New Constitution of India. 
It also contains three lists of subjects, the Union List, 
the State List, and the Concurrent List. These lists 
deal with the allocation of subjects between the Union 
and the States and local bodies are not mentioned 
separately. Constitutional drawback is that there is no 
provision in the constitution making it obligatory for 
the States to hand over particular sources of income 
to local bodies. To remedy this, arrangement should 
be made in the constitution for dividing the financial 
sources between the Government and local bodies in 
accordance with well defined principles. This will 
prevent the State Governments from encroaching upon 
the resources of local bodies so allotted to them. Con¬ 
trol and supervision should also be decentralised by 
utilising competent non-official representative agencies 
for the purpose. It may be noted that a considerable 
portion of work is at present transacted by the District 
Collectors in connection with the supervision and con¬ 
trol of local .bodies and this could be transferred with 
advantage to the Local Self Government Institute of 
Bombay by amending the Constitution. There is one 
more problem which is of great importance. The Con¬ 
stitution of India lays down a directive Principle of 
State Policy (vide Article 45) making it incumbent on 
States (which phrase includes local authorities of all 
kinds) to provide for universal compulsory and free 
Primary Education within ten years. It is a plain fact 
that Local Authorities are not in a position to find the 
finance necessary to carry out this directive. The 
Federal and the Provincial Government should there¬ 
fore relieve Local Authorities altogether of all financial 
liability in this behalf. It would further appear that 
the creation and continuation of other ad hoc bodies 
like Rural District Boards and Taluka Development 
Boards for the performance of functions vested in the 
District Local Boards is clearly an encroachment on the 
sphere of duties which rightly belong to District Local 
Boards. The Kale Committee appointed to enquire into 
the affairs of Local Bodies and the Administrative 
Enquiry Committee have both recommended that these 
ad hoc committees should go and that the finances 
placed at their disposal should be transferred to the 
Statutory Bodies concerned. It is therefore necessary 
that Constituent Acts may be amended so as to empower 
the District Local Boards to undertake such items of 
work as are entrusted to the Rural and Development 
Boards. To prevent overlapping and duplication with 


respect to functions and finances of the District Local 
Boards Government should make arrangement to wind 
up such existing ad hoc nominated bodies and to trans¬ 
fer the funds and resources placed at their disposal to 
the local bodies concerned. As regards the frame work 
of local taxation it is submitted that it is defective 
In major respects as mentioned above and particularly 
for removing the entry relating to terminal tax from 
the Provincial to the Federal List and providing in 
Section 137 of the Government of India Act 1935 that 
terminal taxes could be levied and collected by the 
centre. The Constitution of India went one step further 
by including the carriage of goods and passengers by 
air in the Union List" (vide Entry No. 89). In relation 
to the system of local taxation which operates within 
the frame work and the actual operation of the system 
It may be noted that the Indian Taxation Enquiry 
Committee (1924-25) criticised the octroi and terminal 
taxes in the following words :— 

- *\ In . th , e which they (octroi and terminal tax) 

are levied in India they offend against all canons of 
taxation. They are uncertain in their incidence. Their 
collection and the system of refunds which form an 
essential feature of octroi puts the person paying the 
tax to a great amount of inconvenience. Where they 
are imposed on the necessaries of life as in India they 
do not proportion burden to the means of the payer 
and the expense of collection and the facilities for fraud 
disproportionately large with numerous bodies 
Independently taxmg trades, it is impossible to ensure 
their being adjusted in any way fairly among different 

dup C tn S th a< f g +°°t£ S '+ £ h ? PoPJdarity of these taxes is 

V th ® ir 4 incidence is shifted and that 

It Is very difficult to determine on which classes the 

thrmfch 1 tv 1 tlma ^f Iy falls ' T1 L e coUection of terminal tax 
through the railway agency has removed all the adminis¬ 
trative difficulties because the Local Authority can in 
this case transfer the odium of collection to the Railway 
p tax also very defective from the 

educative point of view since it does not encourage 
sense of responsibility among the electors who do not 
directly fee the burden of the tax. Sir Josiah Stamp 
sums up the case as follows :— ” 

In ray judgement both theoretically and on the result 
?o n ° coun . try ca n. be progressive that relies 

to any extent upon octroi which has nearly every vice.” 

nrnvHp f)X e +wrl al S f lf , Go }' e !i nment enactments which 
provide for the levy of octroi at present are as follows :— 

1. The City of Bombay Municipal Act, 1888. 

2. The Bombay District Municipal Act, 1901. 

3. The Bombay Local Boards Act, 1923. 

4 ' The Act OI 195 a o y Provincial Municipal Corporation 

With the multiplication of the means of transriort 
and growth of volume and complexity of trade octroi 
as well as terminal taxes have become more difficult 
to assess and collect. Transit traffic is s^fously h^m- ' 
pered and there is a great scope for fraud evasion 
underassessment and petty harassment. To 'meet the 
complexities of modem commerce the basis Issess? 



ment has In several cesses been changed from weight 
to value and for a large range of goods correct valua¬ 
tion is not an easy matter. The introduction of a Pro¬ 
vincial Sales Tax on a wider range of goods has further 
complicated the position. The provisions regarding the 
operation of the exemption of articles and property of 
the State and trading enterprises are not similar and 
it is therefore suggested that all public utility and com¬ 
mercial undertakings of Government should be treated 
so far as local taxation is concerned in the same maimer 
as if they were conducted by private enterprise. If they 
are to be exempted from local taxation the Government 
concerned should make a contribution in lieu of such 
taxation. Article 285 of the Constitution says, “ The 
property of the Union shall, save in so far as Parlia¬ 
ment may by law otherwise provide, be exempt from 
all taxes imposed by a State or by any authority within 
a State”. This provision in the Constitution is unfair 
to local bodies as it deprives them of a part of their 
legitimate income. As the State enterprise increases 
the extent of this loss to local bodies will become 
greater. Parcels containing valuable articles like silk, 
gold, silver, jewellery, etc. passing through Post Offices 
and on which a good amount of octroi can be collected 
escape payment. Moreover owing to their unfavourable 
geographical position there are insurmountable difficul¬ 
ties in the collection of octroi tax by District Local 
Boards and it is for this reason that the District Local 
Boards are not in favour of levying octroi in their areas. 
In relation to the octroi tax it should be noted that 
Municipal areas are large collecting and distributing 
centres for agricultural produce and finished goods and 
that the burden of octroi duties levied on these articles 
has to be shared by producers and consumers outside 
the limits of cities and towns. A duty on a staple com¬ 
modity like cotton entering an urban market has a 
decided tendency to fall on cultivators bringing their 
produce for sale there, while middlemen and dealers 
may escape their share of the corresponding burden of 
taxation. It is necessary to take this fact into account 
in devising octroi duties and -other taxes. This is 
equally true of the share in the burden of Municipal 
octroi bom by real purchasers of articles in urban 
markets. There are groups of people following different 
occupations who do not make a fair contribution to 
Municipal revenues since they do not fall definitely into 
any of the categories of persons subject to Central, 
Provincial or local taxation. Persons with income 
below the exemption limit do not pay the income tax 
to the Central Government nor do they share a pro¬ 
portionate burden of taxes of the Provincial Govern¬ 
ment. Such persons should be made to contribute by 
quota to local revenues. The levy of a license tax on 
profession is a proper remedy to meet the purpose. 

Question 186.—The power of taxation varies from 
State to State. Local bodies in the Bombay State can 
impose any of the taxes which such body is authorised 
to levy under the respective Act. However before a tax 
is imposed or altered the sanction of the competent 
authority, viz., the Government or the Commissioner 
as the case may be is necessary. No limits as regards 
taxes are laid down either in the Bombay District Local 
Boards Act, 1923 or the Village Panchayats Act, 1933 or 
the Bombay District Municipal Act, 1901 or the Bombay 
Municipal Boroughs Act, 1925. Maxima and/or minima 
for certain taxes are laid down in the Acts governing 
the Bombay Corporation and the other City Corpora¬ 
tions. Subject to those limits the Corporations have 
full liberty to levy taxes permitted to them by law 
without reference to Government. It will be clear from 
this that local bodies in this State other than Munici¬ 
pal Corporations have no independent powers of taxation. 
The Central and State Governments have between them 
exhausted all substantial sources of elastic and expend¬ 
ing income and the resources of local bodies in Bombay 
State as in other Provinces iq India are compartively 
much limited and they are quite inadequate for the dis¬ 
charge of functions entrusted to these bodies. A 
thorough functional and financial decentralisation was 
the only workable and suitable policy for placing the 
finance of local bodies on a strong footing. Even the 
father of our nation Mahatma Gandhi was entirely in 
favour of the decentralisation of power. Moreover it 
is the Local Self Government which is directly respon¬ 
sible for the welfare services of the people whereas the 
Central and the State Governments are only directly 
responsible to them. The Centre as well as the State 
must therefore augment the taxation capacity of local 
bodies. With a view to better equip the local bodies 
for service as instruments of national policy and pre¬ 
pare them for the steady enlargement of their functions 
in the new set up to desirability of establishing a con¬ 
vention by which the net proceeds of certain Union 
and State sources of revenue shall be exclusively avail¬ 
able to Local Authorities is suggested. In order to 
render the Financial position of local bodies more 


secure it is necessary that the proposed debarkation of 
resources should preferably rest on a statutory basis 
by promoting the necessary legislation. The following 
sources of revenue should be exclusively made avail¬ 
able for the Local Authorities :— 

UNION LIST. 

1. Item No. 89. 

Terminal taxes on goods or passangers carried by 
railway, sea or air; 

STATE LIST. 

2. Item No. 49. 

Taxes on lands and buildings. 

3. Item No. 50. 

Taxes on mineral rights subject to any limitations 
imposed by Parliament by law relating to 
mineral development. 

4. Item No. 52. 

Taxes on the entry of goods into a local area for 
consumption, use or sale therein 

5. Item No. 53. 

Taxes on the consumption or sale of Electricity. 

6. Item No. 55. 

Taxes on advertisements other than advertise¬ 
ments published' in the newspapers. 

7. Item No. 56. 

Taxes on goods and passengers carried by road or 
on inland waterways. 

8. Item No. 57. 

Taxes on vehicles other than those mechanically 
propelled. 

9. Item No. 58. 

Taxes on animals and boats. 

10. Item No. 59. 

Tolls. 

11. Item No. 60. 

Taxes on professions, trades, callings and employ¬ 
ments. 

12. Item No. 61. 

Capitation taxes. 

13. Item No. 62. 

Taxes on luxuries including taxes on entertain¬ 
ments, amusements, betting and gambling. 

In addition to the thirteen items mentioned above 
the following six items are proposed for localisation of a 
progressively increasing share :— 

14. Land Revenue (Entry 45-List II). 

15. Taxes on agricultural income (Entry 46-List II). 

16. Succession and estate duty on other than agricul¬ 
tural land ; (Entry 87-List I). 

17. On sale of goods other than newspapers (Entry 


18. Succession and Estate duty on agricultural land 
(Entry 47-8-List II). 

19. Non-judicial stamps other than those levied by 

Union. (Entry 44-List III). y 

The acceptance of the above six items for addition 
to the thirteen items first mentioned is not likely to 
produce any repercussions on the State finances. 
Similarly the immediate transfer of a share of receipts 
from taxes on agricultural income wherever levied and 
rroni stamp duty on transfers of property and on letters 
of administration and probate is a practical proposition 
As regards octroi it should be replaced by the State 
Government sharing the proceeds of sales tax with local 
bodies or in the alternative agreeing to a surcharge on 
the sales tax under certain circumstances. The con¬ 
sideration which has led to this view is that in its 
ultimate incidence octroi tends to be converted into 
tax on sales. On the other hand being levied on retail 
sales the sales tax constitutes a. tax on consumption 
and consequently partakes of the main characteristics 
of the octroi and the terminal tax both of which essenti¬ 
ally are inpost on the entry of goods for consumption, 
use or sale, The sales tax offers certain advantages 



over octroi. Firstly it does not work as a tax on indus¬ 
try or transport and unlike octroi is difficult of being 
shifted to the rural dweller who brings his produce for 
marketing to the town. Being leviable on an ad valorem 
basis the sales tax is likely to prove more productive 
than the octroi. The Taxation Enquiry Committee 
recognised these advantages and recorded the following 
opinion on this subject:— 

“ As a substitute for octroi it has certain advantaees. 
The substitution of this tax would solve automatically 
the difficulties about entrepot trade, since the article 
which was not sold in the town would be liable to the 
tax. Its incidence would be fairer in as much as being 
on ad valorem basis its weight would be greater in the 
case of the more expensive articles consumed by the 
richer classes ; manufacturers will be freed from taxa¬ 
tion on the raw materials of their industry. Collection 
will be less likely to be attended by fraud and harass¬ 
ment of the tax payer and lastly no administrative con¬ 
trol would be necessary to prevent it from developing 
into a transit duty.” There is identical view of many 
regarding the inevitableness of sales tax as a substitute 
for octroi. As an alternative to sharing of the Sales 
Tax Government should agree to a surcharge on Sales 
Tax where terminal taxes of octroi are not levied and 
abolished. 

Speaking about the recommendation of the Local 
Finance Enquiry Committee that “ terminal taxes on 
goods or passengers carried by raliway, sea or air 
should be transferred from the Union List to the State 
List it is submitted that this recommendation should be 
accepted The main reason for this is that taxes on 
goods or passengers carried by road are not covered 
by No. 89 of this entry ; and such taxes continue to be 
Union List within the jurisdiction of the States. This 
entry further does not debar the levy of tax on pilgrims 
travelling by road. Article 277 of the Constitution con¬ 
tains a saving clause that any taxes which were being 
levied immediately before the commencement of the 
Constitution namely January 26, 1950 by any Munici- 
pality, District Local Board or other Local Authority 
may continue to be so levied notwithstanding the fact 
that those taxes are mentioned in the Union List until 
provision to the contrary is made by Parliament by law. 
A question then arose whether certain Municipalities 
which were to be raised to the status of Corporations 
and which were levying terminal tax could continue to 
do so under the constitution after the change in their 
status. The legal advisers of the Government of India 
who were referred to in the matter ware of opinion that 
a Municipality which was levying a terminal tax can 
continue to do so at the existing rates even after it has 
been raised to the status of a Municipal Corporation. 
The inclusion of a new item in the terminal tax schedule 
or of an increase in the existing rates however was not 
permissible. Though included in the Union List this tax 
cannot be utilised for the purpose of central finance 
as under article 269 a terminal tax Is one of the taxes 
which can only be levied and collected by the Union 
but the oroceeds of which have to be assigned to the 
States. The Government of India persuaded by making 
a representation to remove the entry relating to terminal 
tax from the Union List and place it in the State List. 
The suggestion was however rejected without giving 
reasons for rejection. The matter was then debated in 
Constituent Assembly of India and it was pointed out 
by one of the members of the Assembly that the ter¬ 
minal taxes were entirely in the region of the Provincial 
Governments and that it would be wrong for the Centre 
to take away this power. It was however explained at 
the time that although these taxes were leviable by the 
Centre the proceeds of all of them would be distribut¬ 
able among the different provinces and the Centre 
would not claim any interest. It was further stated 
that if the Provinces after getting the proceeds want 
to pass on any part of these proceeds to the local 
Bodies they were free to do so. It was also stated that 
a provision for any matter of taxation that may be 
available to a local authority was a matter inter se 
between the State and Local Authority and therefore it 
was not possible to alter the entry either by way of 
amending it or by way of transferring it to List No. II. 
The matter has thus remained where it was. The Union 
Government at least will see that the retention of 
Entry No. 89 in the Union List is far from justification 
and consequently the recommendation of the Local 
Finance Enquiry Committee that “ terminal taxes on 
goods of passengers carried by railway, sea, or air ” 
should be transferred from the Union List to the State 
List should be accepted. 

Question 187.—The House tax is an ideal tax for 
purely local purpose. This is particularly so in case 
of Municipalities. As far as the rural areas are con¬ 


cerned the Panchayat Act makes the house tax compul¬ 
sory. For the non-panchayat area the imposition of a 
house tax is not suitable. It has been a long standing 
grievance that non-agricultural classes in rural areas 
who enjoy the benefit of all services rendered by the 
local boards do not contribute anything towards the 
expenditure of those bodies. Such of them as have 
incomes below the exemption limit pay no income tax 
and escape even provincial taxes. Those who Scarry on 
different trades in municipal areas have to pay the 
House tax and licence fee which are the form of the 
professional tax, The non-agricultural class is generally 
more educated and intelligent and therefore takes 
greater advantages of schools and dispensaries run by 
local boards. It therefore but fair that this class 
should shoulder its part of the burden of taxation. 
With the compulsory house tax in panchayat areas these 
people will contribute something to the revenue of those 
bodies in common with the agriculturists who reside in 
the panchayat villages. In the schedule taxes a tax on 
trade professions and callings was included as one of 
the taxes which Provincial Council could impose or 
authorise a local authority to impose for the purpose 
of such local authority. Accordingly this tax was 
included in the list of permissible taxes in the various 
enactments governing the constitution of local bp^rds, 
after coming into force of the Government of ipdi*'jMM 
1919. The Government of India Act, 1935 brought into 
force from 1937 a tax on trades callings and employ¬ 
ments and placed this item in the provincial List. 
There was then no limit on the amount of the tax. The 
Act of 1935 was then amended by the British Parlia¬ 
ment and a new Section 142-A inserted therein and this 
Section provided that the total amount payable la 
respect of any person to a province or to a local 
authority in the Province by way of taxes on professions, 
etc., shall not exceed Rs. 50 per annum. In the new 
constitution there is also a money limit on the levy ot 
profession tax but the old limit of Rs. 50 has been 
raised to Rs. 250. The position in the major states 
with regard to levy of profession tax is also net . 
and the basis of assessment varies in different state*,-^ 
From a general position in regard to profession tax it 
is necessary to advise local bodies within the states to 
revise their schedules of profession tax in order to bring 
them into line with the new limit of Rs. 250 permitted 
by the Constitution. It is a problem to be considered 
why the Managing Agents of large industrial concerns 
in villages and towns should be limited to paying a tax 
of only Rs. 250 per annum. In their case the present 
limit of Rs. 250 is to low and should be raised .sub¬ 
stantially. A limit of Rs. 700 would not be unreason¬ 
able. There is no provision in the Bombay Local Boards 
Act 1923 for the levy of a profession tax. Necessary 
provision should therefore be incorporated. It is how¬ 
ever not possible to make the tax compulsory in the 
case of all local bodies in India. It may be possible 
in the case of many local bodies to raise sufficient funds 
by the levy of this tax and octroi or terminal tax. In 
such cases it may not be necessary to compel the local . 
bodies to levy a profession tax also. There should be 
no objection to their levying a professional tax in addi¬ 
tion if they desire to do so. The State Government 
should have power to compel a local body which is not 
carrying either house tax or octroi or terminal tax to 
levy a profession tax. There will be thus three major 
sources of revenue open to local bodies, viz., (1) House 
Tax, (2) Octroi or (Terminal Tax) and (3) Profession 
Tax. To raise sufficient funds local body shall have tas., 
levy at least two of these taxes. As regards the bases' 
of assessment the basis of actual income is an ideal 
one. Practical difficulties in the way of the adoption of 
such a basis are very great and the choice should there¬ 
fore be left to local bodies to adopt all or any of 
several bases according to their convenience and decal 
conditions as at present. Where income however is 
easily ascertainable as for example in the case of the 
salaried classes the income basis should be adopted. 
As regards urban areas the collection and assessment 
of profession tax should be done by the municipalities 
themselves. So far as rural areas other than those 
covered by Village Panchayats are concerned the agency 
for assessment and collection should be the Revenue 
Department. In areas where Village Panchayats are 
constituted profession tax should be assessed and 
collected by them. Though there is no provision in the 
Bombay Local Boards Act 1923 for the levy of profession 
tax Government by an accompaniment to G. R. G. D. 
No. 13400, dated 8th March 1933 have issued Model Rules 
for the levy of profession tax. The schedule to the 
rules specifies the groups that are proposed to be charged 
to profession tax. Rates or amounts payable by each 
of the assessees have been also mentioned. Number 
of other professions can be added to the list according 
to conditions in each area. It is not possible to fix a 
uniform rate or amount suitable for all Districts and 
each class of the assessees Will have to be independently 



assessed with reference to the conditions locally prevail¬ 
ing. If the basis of assessment is not permissible on 
income on the ground that such kind of taxation is a 
federated subject the assessment should be fixed in the 
shape of lump sums for each group based on the 
standards or units of measurement suitable to different 
professions. Be it noted that some blacksmiths, potters, 
tailors, barbgrs, carpenters, etc., may be very poor and 
it would therefore be unfair to put more burden on 
them. In our opinion the amount payable by them 
should be fixed at a low rate consistent with their 
moderate paying capacity. As regards the agency for 
collection District Local Boards can not be expected to 
provide for the staff required for collecting the tax if 
levied. To meet this difficulty it is suggested that 
Government in the case of District Local Boards should 
collect the profession tax through their village officers 
and take from them collection charges in the same way 
as they do in respect of the collection of the Local Fund 
Cess. So. far the suitability of the assessment is con¬ 
cerned this disposes of this question. 

Question 188.—No further comments to offer. 

Question 189.—In spite of their incurring compara¬ 
tively heavy expenditure on means of communications, 
the District Local Boards are not authorised to levy 
taxes on communications nor on goods and passengers 
carried by roads. Inspite of the fact that the agricul¬ 
tural land is mostly within the jurisdiction of Village 
Panchayats and activities of Village Panchayats are 
closely connected with it they can not levy duties in 
respect of succession to agricultural land and estate 
duty in respect of the same land. As all these items 
are included in the State List local bodies are debarred 
from imposing such taxes. 

Question 190.—No comments to offer. 

Question 191.—With a view to enable the District 
Local Boards to take initiative it is desirable that they 
should be authorised to levy specified taxes without 
the prior sanction of the State Government. The present 
condition as to getting prior sanction results in delay. 
When the proposal for a new tax is not sanctioned by 
the Government naturally there arises a feeling of 
frustration and irritation. Village Panchayats are 
required to get sanction in the Bombay State before 
pilgrim tax and/or Market’s fair tax is/are levied. At 
the most Government may prescribe maximum rates to 
which the Village Panchayats can resort without the 
prior sanction of the Government. 

Question 192.—The suitability of a tax depends upon 
general responsiveness of the people and their economic 
condition. It is possible that a tax suitable to one Vill¬ 
age Panchayat or a District Local Board may not be 
suitable to another Village Panchayat or District Local 
Board. House tax levied by a prosperous village may 
not be suitable for another village whose people are 
very poor. 

Question 193.—No comments to offer. 

Question 194 —The recent policy of Government in 
creating a Provincial Hoard with a rural board in each 
district has resulted in the deprivation of Local Self 
Governing Bodies of some of their fundamental and 
statutory functions by transferring them to nominated 
bodies. The programme of the Provincial Development 
Board with a rural board in each district launched by 
Government .o co-ordinate and promote the very essen¬ 
tial work of the economic development of the rural areas 
comprehends a number of important items which pro¬ 
perly lie within the purview of local boards. This 
Government created ad hoc bodies which are not respon¬ 
sible to any popular bodies but responsible only super¬ 
ficially to Government Departments. These ad hoc 
authorities predominently composed as they are of 
persons who are not elected either directly or indirectly 
tend to weaken local interest in the services adminis¬ 
tered by them except remotely for the electorate can not 
call to account its representatives if anything goes wrong 
or if its wishes remain unfulfilled. Local Boards are 
bodies constituted and working under special laws with 
special functions and responsibilities while the develop¬ 
ment board are ad hoc bodies nominated by the Govern¬ 
ment. Moneys expended at the instance of these ad hoc 
bodies should legitimately be spent at the discretion 
of the people’s representatives, i.e., by the District Local 
Boards. The existence of these ad hoc bodies is clearly 
an encroachment on the sphere of duties which rightly 
belongs to District Boards. There can be no justifica¬ 
tion for such a usurpation as well as overlapping and 
duplication in the functions of District Local Boards. 
These ad hoc bodies should therefore go and the finances 
placed at their disposal should be transferred to. the 
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Statutory bodies concerned. Whatever may have been 
the justification for such a parallel body it is a plain 
fact that there is now no need for this dual origination. 
Development scheme should be transferred to District 
Local Boards for financing them in the public interest. 

Section 50 (j) of the Bombay Local Boards Act, 1923 
provides that Local Boards may at their discretion spend 
for— 

“ the establishment and maintenance of model 
farms, the acclimatization of exotics, the distribution of 
superior kinds of seeds, improvement of the breed of 
cattle and horses, the introduction and preservation of 
fish and the advancement and improvement of agricul¬ 
ture and local industries 

t , T hfs section is very wide in its scope and proper 
a. ention has not been paid to this most important sub- 
ject of agricultural improvements and the promotion of 
local industries no doubt on account of inadequate fln- 
' oca ^ boards. Taluka associations whose con¬ 
stitution and functions are governed by the rules framed 
under the Bombay Co-operative Societies Act, 1925 have 
come at present to be regarded as an integral part of the 
agricultural propaganda machinery in the State Their 
objects include the dissemination of agricultural know¬ 
ledge, introduction and supply of improved seeds, imple¬ 
ments and manures, improvements of cattle breeds and 
representation of the grievances of agriculturists to the 
authority concerned. To increase their utility steps 
have recently been taken to reorganise their working 
The activities regarding the agricultural improvement 
and improvement of local industries fall within the per- 
view of local boards. The local boards have how* 
ever been gradually diverted of a large portion of 
their functions in connection with agricultural Impro¬ 
vement and improvements of local Industries. Develop¬ 
ment associations are thus developing with the assis- 
tance of the Agricultural Department of Government 
and the whole cost required for financing their schemes 
and the staff maintained by them is borne by Govern¬ 
ment. As a matter of fact the Agricultural Department 
of Government should make great efforts to come into 
closer contact with local boards and show to them 
from time to time how best they could render help in 
the matter Government instead of Development and 
Rural Boards should utilise local board agency for all 
their work in connection with agricultural improve- 
ment. Government should encourage local boards to 
take interest in the activities of the Agricultural Depart¬ 
ment by adequate grant-in-aid. There is a vast field 
for work m this connection and the Village Industries 
Association which has been doing considerable research 
vvork a fc present should be able to guide local boards 
and show them the way, Government on their part giving 
• financial assistance to those bodies. None of 
, 6 ,P. ls ^ rlc ^ Local Boards incur any expense in regard 
to this matter and all the activities regarding the 
advancement of agricultural and local industries are 
carried out and financed by the Development and Rural 
Associations with the assistance of the Agricultural 
Department of Government. There is no co-ordination 
of the Agricultural Department or the above named 
associations with the District Local Boards and there is 
no reason why they should be made responsible for the 
services which properly ■ fall within the scope of the 
work assigned to District Local Boards under S. 50(j) 
of the Bombay Local Boards Act, 1923. The mainten- 
ance of the Development and Rural boards results in 
unnecessary duplication of the staff and other forms of 
was.eful administration and if they are abolished there 
is a wide scope for co-ordination of the activities of the 
Government Agricultural Department to come in con- 
tact with rural life through local boards constituted and 
working under special laws. To remedy the evils of 
harassment, etc., it is suggested that with regard to 
advancement of agriculture and local industries, local 
board agency should be utilised by Government. 

Question 195.—The want of co-ordination in respect 
of taxes of a similar nature imposed by the local bodies 
as well as by the State Government creates an 
anomalous position. Theatre tax per each show is levied 
by the Ahmedabad Municipal Corporation while enter¬ 
tainment tax is also levied by the State Government. 

In the case of the former it is the owner of the theatre 
who has to bear the burden while in the case of the 
latter film exhibitors are requested to collect tax on 
each ticket and hand over the amount to the State 
Government. General property taxes are levied by 
local authorities while the urban immoveable property 
tax is levied by State Government. This type of double 
taxation on the same property resorted to by the local 
authority as well as by the State Government should 
be stopped. As both the taxes referred to above aye 
more or less similar or identical in nature they should 
be integrated. In yiew of the limited resources of the 
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local authority it would be in the fitness of things that 
only the local authorities are exclusively permitted to 
tap these sources. 

Questions 196—197.—No remarks to offer. 

Question 198.—It is almost certain that local bodies 
have not been able to discharge properly the numerous 
and important functions devolving on them because 
their financial resources are slender. It can also be 
seen that several local boards have not been careful to 
mobilise all their resources and to see that the taxes 
which they are empowered to levy under the Act are so 
levied, assessed and collected in full. Besides there is 
the innate tendency of the people to evade the moral 
obligation to take fair share in public expenditure and 
to bear their proper burden of taxation. Moreover 
there is general unwillingness among the elected mem¬ 
bers of local bodies to shoulder responsibility for levy¬ 
ing necessary taxes and to face the consequent unpopu¬ 
larity. Groups of people who seek election to local 
bodies with a view to render civic service should com¬ 
bine to carry into effect schemes of fiscal reform. Till 
civic conciousness has sufficiently developed it is 
suggested that certain taxes to be levied by the local 
bodies should be made compulsory by law in municipal 
and in rural areas. Local bodies should have a free 
hand in determining the rates of taxes. Where a local 
body is found unwilling to impose a tax at an adequate 
rate as prescribed by the Act State Government should 
have the right in the first instance to give advice and 
if the local body still failed to carry it out the State 
Government should in the last resort have the power to 
impose or raise the tax themselves. Before receiving 
further grants-in-aid as a means of adding to their 
resources it is indeed necessary that local bodies 
should use their powers of taxation fully. If they failed 
to make use of the tax resources available to them, 
their statutory and non-statutory grants should not be 
made available to them to full extent. 

Question 199.—Where local bodies have not get 
independent powers of taxation they should be given 
such powers subject to maximum and minimum limits 
in each case to be prescribed by the Acts or the Rules 
framed thereunder. 

If it was found necessary to equip local bodies with 
additional resources beyond their powers of taxation 
then the proposals of assignment of a proportion of a 
tax or taxes collected by the State Government men¬ 
tioned as item No. (ii) and grants-in-aid mentioned as 
item No. (iii) are more preferred for the following 
reasons:— 

1. Expansion of the tax system was not feasible to 

any further extent. 

2. The taxable capacity of the people was low. 

3. To prevent local bodies from being financially 

crippled and rendering them unfit to func¬ 
tion efficiently. 

There is no doubt that the assignment of a portion 
of a tax or taxes and the grants-in-aid is the most 
effective method of finding and maintaining the work¬ 
ing mean between the extremes of centralisation and 
decentralisation which is the urgent need of the times. 
A stereo-typed existing system of grants-in-aid will not 
be appropriate and Government by amending the Acts 
should define their legal liability in most unambiguous 
terms that a certain percentage of grants-in-aid will be 
made to a local body every year from specified sources 
of income collected by them and Government should 
also see that this theory is applied with accuracy while 
distributing grants to individual local bodies. There 
should be assignment of a portion of tax or taxes collect¬ 
ed by the State Government within the area of the local 
body exercising responsibility of different degrees in res¬ 
pect of a tax or taxes. As regards local bodies exercising 
i;c respensibility in respect of the tax or taxes Govern¬ 
ment should not adopt the method of assignment of a 
portion of a tax or taxes. The system of assignment 
of a portion of revenues suffers from the defect that it 
does not offer equal financial assistance to every body. 
Some get more and some get less though their needs 
may be greater. To remedy this it is suggested that 
grants-in-aid should be given. Recommendation to give 
grants-in-aid is made in order to supplement resources 
wherever deficient. 

Grants are of two kinds: — 

Statutory and Non-Statutory. 

With regard to the Statutory grants (1) to compensate 
local boards for abolition of tolls under Section 9(1) ol 
the Motor Vehicles Tax Act and (2) for the expansion 
of Primary Education under the Primary Education Act 
there is complaint from local bodies. By the Primary 
Education Act, 1947 Government have taken upon them¬ 
selves the responsibility of primary education from 


the local bodies which now function in a purely 
advisory capacity. When the local bodies have 
thus been divested of their primary function it is 
necessary that the entire responsibility for primary 
education including control and finance should vest in 
the State Government. As regards the Statutory grant 
to compensate local boards for abolition of tolls under 
Section 9(1) of the Motor Vehicles Tax Ad* there is no 
arrangement whatsoever to give such a grant to newly 
constituted local boards of certain ex-State territories 
which have merged in the Bombay State. It is there¬ 
fore desirable that all grants whether statutory or non- 
statutory should be given on some definite and fixed 
understable principles. 

Questions 209 and 204.—A tax on land and buildings 
is described as the property tax and it '• is levied by 
municipalities. In District Boards property tax is levied 
in the form of a cess on land. In village panchayats 
it is levied in the form of a house tax and is compul¬ 
sory under the Bombay Village Panchayats Act. With 
regard to the basis of assessment, it Is different in 
different States. The basis of assessment in most cases 
is the annual value of lands and buildings. In some 
cases properties are assessed on the basis of their 
capital value. The machinery of assessment, reflMte 
and appeal also varies from State to State according To 
the category of each local body. This position should 
therefore be reviewed and remedied by entrusting the 
work of valuation of property to a central organisation 
created for this purpose and consisting of trained 
valuers. For (he collection and assessment of Income 
Tax there is a separate Income Tax Department and 
due to special training given to Income Tax Officers the 
yield of income has increased enormously. The crea¬ 
tion of a separate department of property valuation if 
done will in the same way increase very considerably 
the income from property tax in every local body. In 
some Slates progressive rates have been adopted for 
the levy of property taxes by local bodies. It is sub¬ 
mitted that such a levy may have justification in fife 
case of Income tax on the ground of ability to pay but 
it works unfairly in the case of taxation of property by 
local bodies. There is fundamental difference between 
local property tax and central income tax, viz., that 
local property tax correlate very badly with income from 
property much less with local valuation of property. 

It is evident that in the case of valuation of properties 
on the capital basis one can not correlate valuation with 
the actual income. In the case of valuation of proper¬ 
ties on rental basis it can not be argued specially tat 
the case of owner occupied properties that the valua¬ 
tion has any relation to the actual income of assessee. 
Even in the case of rented property the gross return 
from rent is not the proper criterion of owner’s ability 
to pay. For ought we know he may have mortgaged 
his property. In that case no deduction for the Interest 
he pays to the mortgagee will be permitted from the 
gross receipts as is done in the case of income tax 
where ability to pay is the proper criterion. Thus the 
unadulterated ability to pay argument in the case of 
local property taxes is based on the false premises that 
local valuation on of properties or even gross receipts 
are a good measure of ability. Two persons with the 
same valuation of their properties will be paying at the 
same rate though one is indebted and the other is not. 
In the case of progressive rate the principle of justice 
in taxation will receive a ruder shock. The wtwfe 
procedure for the levy of local progressive property 
taxes including the fixation of grades slabs and brackets 
is bound to be more arbitrary and unscientific at the 
local level. It could never reflect true ability. Pro¬ 
gressive rates would also result in greater disharmony. 
Progressive rate of property taxes by local bodies 
should not therefore be adopted. 

Question 201.—An urban immoveable property tax 
is levied by the State Governments for provincial pur¬ 
poses. Owing to super-imposition of this provincial tax 
Municipalities in the areas concerned find it difficult to 
increase the rates of their house tax. Generally the 
house tax is levied at a flat rate but in certain munici¬ 
palities the tax is levied at a progressive rate, t.e., at a 
higher percentage on houses having larger annual 
value. In some states proposals to levy house tax are 
strongly opposed. In view of this feeling and the con¬ 
sequent reluctance of municipal bodies to impose pro¬ 
perty tax within their areas State Governments have 
acquired or are considering the needs of acquiring 
power to levy property tax for local bodies on a com¬ 
pulsory basis. As local bodies are receiving financial 
assistance in one shape or another from State Govern¬ 
ments they are not in a position to refuse compliance 
with this kind of pressure. In Bombay State Govern¬ 
ment has not taken power to impose house tax or to 
dictate the rate at which it should be levied. Owing to 
insufficiency of funds State Government can however 



Require a municipality to impose any of the authorised 
taxes. The State Government has advised munici¬ 
palities to levy a consolidated tax on buildings and lands 
of not less than 20 per cent, of their annual value or 
1-5 per cents, of their capital value in lieu of house 
tax, general sanitary cess, general water rate and light¬ 
ing tax. Since the issue of those orders by Govern¬ 
ment the municipalities have generally shown initiative 
to increase »their property taxes. This is attributable 
to the pressure of increasing expenditure of local bodies 
due to the grant of higher scales of pay to their staff 
and higher cost of providing municipal services. The 
pressure of increasing expenditure has compelled the 
municipalities like Ahmedabad to increase the rate of 
taxation on property to 20 per cent, especially as owing 
to financial stringency. The Government in the next 
few years will not be in a position to sanction further 
faults to municipalities. Government is therefore 
contemplating any legislation with a view to take the 
power to impose taxation in municipal areas as has 
been done in Madras and U. P. We do not agree with 
the view of local finance enquiry committee that even 
though property tax generally should be left to be 
exploited by local bodies it would be both expedient and 
suitable for the Government, (i) to levy an urban 
immoveable property tax when a municipality falls to 
levy a property tax inspite of a statutory obligation to 
do so, or (ii) to continue to levy the tax when a munici¬ 
pality refuses to increase its property tax to the extent 
the State Government is prepared to reduce its urban 
immoveable property tax. We take a different view 
and suggest that State Government which are now levy¬ 
ing such tax should withdraw from this field on the con¬ 
dition that an equivalent local tax is imposed by the 
Municipality. As regards the basis of assessment in the 
judgement of the house of Lords in Popular Assessment 
Committee versus Roberts it is stated, “ The tenant 
referred to by common consent an imaginary person. 
The actual rent paid is not cr.terion unless indeed it 
happens to be the rent that the imaginary tenant might 
be reasonably expected to pay in the circumstances 
mentioned in this section", Reasonable rent is the 
measure of annual value and of the tax. It is only used 
as a standard which must be examined “ without regard 
to the actual limitations of the rent paid by virtue of 
covenant as between landlord and tenant and also the 
statutory restrictions that may be imposed upon its 
receipt. The statutory measure of rateable value is 
the annual rent which a tenant might be reasonably 
expected to pay one year with another less certain 
deductions. “ That is the measure and the only measure 
of the rateable value which is provided. ” This 
imaginary rent is not to be confounded with the rent 
which the actual tenant in possession in fact 
pays. It may naturally be assumed that the hypo¬ 
thetical tenant would take this last into consideration 
along with many other things, including the capacity 
of the hereditament and its adaptabilities in calculating 
the rent he might be expected to pay, but the actual 
rent paid by the actual tenant is not and cannot be 
treated as a measure of or a substitute for the hypo¬ 
thetical rent which conceivably might be expected from 
a hypothetical tenant In our opinion the munici¬ 
palities should take as the basis of assessment not 
actual rent but reasonable rent intended by law. The 
main difficulty in municipal assessment lies not with 
regard to properties which are not usually let such as 
schools, colleges, government buildings, hospitals, 
cinemas, mills, factories, theatres, railways, port trusts, 
etc. The method of determination of the annual value 
with regard to such properties is not simple. It is also 
ridf the same in all states. In some states it is the 
capital value that forms the basis of assessment. Capi¬ 
tal value is defined as the estimated value of the land at 
the same time of assessment and the estimated cost of 
erecting the building at such time (not at the time of 
construction) after deducting for depreciation a reason¬ 
able amount which is not less than 10 per cent, of such 
cost. From such valuation machinery and furniture 
are excluded in some states but in certain others only 
machinery is excluded and no mention is made of 
furniture. The annual value in such cases is assumed 
to be 5 to 7£ per cent, of the capital value. The assess¬ 
ment is then made on the annual value so arrived at. 
In cases where a building is not ordinarily let the rate¬ 
able value is determined either on comparative basis 
(i.e., by comparing the rental value of similar property 
in each locality) or on a profit basis or by applying the 
constructor’s test. The same is the method followed in 
Education Act, 1947 Government have taken upon them- 
that is with regard to valuation of machinery. In 
England some classes of machinery are definitely rate¬ 
able. In India all classes of machinery are excluded. 
We see no reason why such machinery as is rateable in 
England should be excluded in India. The Acts of 
various states in India may be amended on the lines 
of English practice in this matter. The inclusion of 


furniture is not favoured. Adoption of capital value 
in place of rental value leased to lavouritism and corrup¬ 
tion. Again no two persons can give an identical 
value for the same property at any one time. It would 
also be difficult even to produce records to show that 
what the cost of construction has been much less to 
show what the cost might be. In our opinion there 
should be only one basis of assessment namely the 
rental basis as it would result in improvement of 
revenues and prevention of favouritism. Where alter¬ 
native basis are in existence the position may be 
reviewed and remedied if necessary. 


Question 202.—When the property tax is left to be 
exploited by the local bodies it is neither expedient nor 
suitable for Government to levy a property tax. Instead 
of the present optional provision for the levy of the 
property tax in various Municipal Acts there should be 
an obligatory provision for the levy of the property 
tax. If the Municipality fails to levy a property tax 
in spite of a statutory obligation to do so Government 
should levy the tax and make a contribution to local 
bodies in lieu of such taxes. When Municipalities refuse 
to increase property tax to the extent the State Govern¬ 
ment is prepared to reduce its urban property tax then 
this power should be exercised by Government and the 
order of Government should operate as If it had been 
a resolution duly passed by the Board. State Govern¬ 
ments should re-imburse local bodies for exemptions 
granted at their instance. Exemptions should be per¬ 
iodically reviewed and upto date list maintained. No 
exemption should be allowed where a service is actually 
rendered. Maximum and minimum rates should be 
statutorily prescribed. Valuation or assessment of pro¬ 
perties should be determined by independent agency. 
Recording grounds for reduction in valuation or assess¬ 
ment should be statutorily obligatory. As regards pro¬ 
cedure for collection State Governments should pre¬ 
scribe a standard percentage of collection to demand 
and audit should see that it is duly observed and men¬ 
tion its non-observance in their reports. Penal interest 
at 6i per cent, should be levied on all arrears of taxes. 

Question 203.—As regards Charitable institutions 
like Schools, Libraries, Reading rooms, Hospitals, 
Cemetries and Burial grounds it is necessary to ensure 
that an institution claiming exemption on the ground 
of being a Charitable institution is actually being used 
for purposes of charity. The list of charitable institu¬ 
tions which at present get exemption from property tax 
should be subjected to periodical review in order to see 
whether the exemption given in each case is justified 
or not. This review should be undertaken by the State 
Government or the Municipality according as the exemp¬ 
tion is under the Act of the rules made thereunder. There 
should be no exemption from the property tax merely 
on the ground of the annual value falling below a parti¬ 
cular monetary limit. Such exemptions wherever they 
exist should be done away with. Existing system of 
local taxation of properties should continue and the 
hardship to owner-occupiers may be alleviated by 
introducing flexibility in valuation. No remissions 
should be granted for vacancies of less than 90 con¬ 
secutive days. Those who are very poor should how¬ 
ever be exempted from the property tax. So far as 
new building are concerned there is no justification for 
their exemption from the property tax for the first few 
years after their construction. No concession of exemp¬ 
tion should also be granted to Co-operative Housing 
Societies. 


Question 205.—Existing local bodies, i.e.. Munici¬ 
palities, Corporations, Local Boards and Village Pan- 
chayats should continue to levy property tax to the 
extent at which they are empowered by Government 
to do so. Conditions suitable to be adopted by each 
local body should be prescribed by the State Govern¬ 
ment. 


Question 206.—Assessment and collection of property 
lax in Municipal, Local Board and Village Panchayat 
areas should lie with the local body concerned but else¬ 
where it should be attended by the Revenue Depart¬ 
ment. 

Question 207.—In addition to the general property 
tax on immoveable property assessed on the annual 
value there are other taxes such as water rate, lighting 
rate, drainage rate, latrine rate, etc., levied by munici¬ 
palities and assessed like general property tax. They 
are called by the generic term “ service taxes ” because 
they are levied by municipalities as charged for specific 
services rendered to the inhabitants. The Government 
have invariably pressed for self sufficiency in the matter 
of service taxes. As regards drainage rate, latrine rate. 
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scavenging tax and the general and special sanitary 
cesses in Bombay the service is not sell supporting any 
where The principle of self sufficiency is not laid down 
in any of the Municipal Acts but seems to have been 
derived from an extension of the language used in those 
Acts. Such an extension of meaning seems to be hardly 
justified because of the prescription of maximum limits 
on the percentage of services taxes in the different Acts. 
A special service rate is justified when the areas within 
municipal limits are differently developed. It would 
obviously not proper to charge the entire body of rate 
payers for services which benefits only a particular area. 
But when the development is uniform and all the 
services are evenly spread throughout the area the case 
for special service rates disappears. A special service 
rate is justified when the areas within municipal areas 
are differently developed. The question of making the 
service self-supporting is difficult to be solved. Govern¬ 
ment should however consider how the existing pro¬ 
visions of the Municipal Acts should be modified with 
regard to the rates of levy, collection, etc., of these taxes 
so that they may prove advantageous to rate payers. 
As regards property and services taxes vis-a-vis Port 
Trust properties, Railway properties, other properties of 
Central Government and properties of State Govern¬ 
ments it may kindly be noted that there should be exten¬ 
sion to Bombay and Calcutta of the Madras system 
which is based on a percentage of gross earnings 
subject to the modification that percentage figure 
be raised to correspond with the rise in the level 
of property taxation and be subject to periodical 
revision and not static for a long time. Present stress 
on payment for services rendered as a criterion for 
payment of local taxes on railway properties is unjusti¬ 
fied. An Act of Parliament should prescribe the prin¬ 
ciples of valuation, taxation and apportionment. Local 
bodies must be conceded adequate representation on 
Assessment authority if set up and have the right of 
appeal against awards of arbitrators appointed under 
the Railways Act. State Government property should 
be subject to local taxation. While Union Govern¬ 
ment should make contribution in lieu of such taxes 
including the betterment tax. Privileged treatment 
accorded to official residencies in the matter of valua¬ 
tion should be withdrawn. 


Question 208.—Local Fund Cess is a cess on land. It 
is assessed as a surcharge on land revenue or rent at 
varying rates in each state. In Bombay State it was 
the practice to levy a cess of one anna on every rupee 
of land revenue for provision of local amenities like 
dispensaries, schools and roads. The levy was for the 
first time placed on a statutory basis by the Bombay 
Local Fund Act 1869. The Act was repealed by the 
Bombay Local Boards Act 1884 which ultimately was 
superseded by the present Bombay Local Boards Act 
1923. Under Section 93 of that Act the Local Fund Cess 
was levied at the rate of one anna on. every-rupee pay¬ 
able as ordinary land revenue but the rate could be 
enhanced upto two annas in the rupee on a resolution 
passed by the District Local Board. The Act was 
further amended in 1945 to provide for a minimum and 
maximum of annas two and three respectively. In 1948 
it was further amended to provide for the levy of a 
compulsory uniform rate of annas three per rupee. The 
Government has also power under Section 95 of the Act 
to levy local fund cess at a rate exceeding three annas 
on every rupee of water rate leviable under the pro¬ 
visions of the Bombay Irrigation Act 1879. Local Fund 
Cess levied in Municipal limits is credited to the Dis¬ 
trict Local Boards and not to Municipalities Local Fund 
Cess is collected through the Government agency along 
with the land revenue and credited to the District 
Board funds after deducting the cost of collection which 
is not the same for all provinces but varies generally 
from 2 to 4 per cent. The land revenue staff which 
collects the land cess would in any case have to be 
maintained for the collection of land revenue and the 
cost of special staff for the adjustment of accounts 
between the Land Revenue Department and the District 
Boards must be comparatively insignificant. State 
Government should therefore remit collection charges 
altogether. The Local Fund Cess to the extent of 15 pies 
in the rupee is ear marked for feeding the Primary 
Education Fund. It is suggested that there should be 
no financial responsibility on local bodies with regard 
to Primary Education and that they should be entirely 
relieved of this liability. Suspensions and remissions 
of land revenue will no doubt affect the revenue of the 
Boards and Government should therefore make statu¬ 
tory provision to reimburse local boards for the loss 
consequent on such suspensions and remissions. Re¬ 
garding Part B and Part C states no remarks are to be 
offered. Interests of District Boards should not be 
allowed to be prejudicially affected by the abolition of 
Zamindaries. 


Question 209.—Broadly speaking trade taxes divide 
themsleves into three categories : 

1. Terminal, octroi and town duties. 

2. Tolls and ferries. 

3. Sales taxes. 


The first two are levied by Municipalities and Local 
Boards and the last one by the Provincial Governments. 
There is no difference between town and octroi duties, 
rather they are two different names for the same tax. 
Some authorities prefer the term town duties to octroi 
taxes whereas the latter is more common in the rest. 
Terminal taxes differ from octroi taxes in three respects 
name.y, in the method of selection, the nature of 
schedules and assessment and refunds. Whereas the 
octroi taxes are collected by the staff appointed by local 
authorities like any other tax, terminal taxes are mainly 
collected for the municipalities by either a railway or 
port trusts or both on a commission basis. There is 
usually a large traffic by roads. The local authority 
has therefore to set up a supplementary machinery of 
its own to collect taxes on commodities entering by 
roads. A bulk of collection is done by the railway or 
port trusts autno.ities for their convenience, the 
minal tax schedules have to be framed on the lines of 
their schedules. The collecting authorities agree to 
collect the taxes for the municipality only if the 
Municipality decides to follow their classification and 
method of assessment. Further as a consequence of 
this alliance the municipality has to tax all the articles 
according to their weight and without any exemption. 
The ra.es of terminal taxes are therefore not usually 
high. On the other hand in levying octroi duties local 
bodies have great discretion. It can select articles for 
levying taxes and can tax a few heavily. It has been 
usually presumed that as the terminal taxes are levied 
at low rates (it may not be always so) there is no need 
to refund them if the commodities are re-exported. In 
case of octroi refunds are always given in such cases. 
But for these differences octroi and terminal taxes are 
alike to their incidence and effects. Octroi and ter¬ 
minal taxes fetch practically all the money. The yield 
of these two consumption taxes depends upon two 
factors (1) external, i.e., beyond the powers of local 
authority and (2) which the local authority can control. 
External forces include the influence of growth in 
population, rise in the level of income, changes in habits 
of consumption leading to shift in consumption of more 
highly taxed commodities, etc. If the taxes are ad 
valorem a change in prices will also affect the yield. 
Octroi taxes are assessed ad valorem and therefore any 
nse in the general price level must increase the taxes. 
During and after the war this factor increased the 
revenue in octroi levying bodies. Terminal taxes 
assessed on pro rata basis alone of course could not 
derive any benefit from the inflationary situation. 
Increasing them was due solely to the augmentation in 
consumption. Internally the local bodies can themselves 
increase the yield in various ways by changing the tax 
basis or the rates. Sometimes the local bodies resorted 
to both these measures. Other factors which have a 
close bearing on the yield of octroi and terminal taxes 
are (1) Population, (2) Number of commodities taxed, 
(3) Tax schedules. The consumption level of a locality 
depend on its population, their money incomes, prices 
The consumption level of a locality depend 
and consumption habits. Our assumption therefore is 
that the larger the population, the larger should be the 
consumption. Regarding the number of commodities 
taxed some local authorities tax all the commodities 
with their elaborate and vexatious schedules levying 
particularly nothing uncovered. Wider tax coverage 
brings them larger income. Other local authorities tax 
the least number of articles and their income is small. 
A broader tax alone is not enough to secure a high tax 
income which largely depends upon the nature of com¬ 
modities comprising the schedule and the rates at which 
these are taxed. Commodities in general demand if left 
out of the exemption list bring in more revenue. The 
formation of a schedule presents many difficult problems 
of assessment and administration. It has to be so 
framed that the tax burden is spread equitably on per¬ 
sons belonging to different income groups. The octroi 
and terminal taxes schedules reveal two fundamental 
dissimilarities in (i) bases and rates, and (ii) group¬ 
ing. As regards dissimilarities in bases and rates 
there are three different bases of assessment, ad valorem, 
pro rata and numerical. Commodities are thus not 
taxed uniformly. There is not a single commodity for 
which there is a uniform rate in all the local bodies. 
The local bodies group the commodities also from two 
different points of view. According to the first view 
point commodities of similar nature are put together 
and, in the second commodities which are to bear 
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uniform rates are brought under one head. These dis¬ 
parities regarding bases and groupings make it difficult 
tor us to give a comprehensive picture of rates. These 
consumption taxes are very old in India. They were 
first introduced as transit duties in the early period of 
British Rule. Lord Ellenborough 'was the first to 
point out the scandalous effects of these duties and to 
raise voice against them. The Indian Taxation Enquiry 
Committee (1924r25) criticised the octroi and terminal 
taxes in the following words: — 

In the form in which they (octroi and terminal tax) 
are levied in India they offend against all canons of 
taxation. They are uncertain in their incidence. Their 
collection and the system of refunds which form an 
essential feature of octroi puts the person paying the 
tax to a great amount of inconvenience. Where they 
are imposed on the necessaries of life as in India they 
do not proportion the burden to the means of the payer 
and the expense of the collection and the facilities for 
fraud are disproportionately large with numerous bodies 
independently taxing trades it is impossible to know 
what are the burdens trade is really carrying and quite 
Impossible to ensure their being adjusted in any way 
fairly among different articles and goods. The popu¬ 
larity of these taxes is due too the fact that their incid¬ 
ence is shifted and that it is very difficult to determine 
on which classes the burden ultimately falls. The 
collection of terminal tax through the railway agency 
has removed all the administrative difficulties inherent 
in a system of octroi and there is a tendency among 
Municipalities to resort to the tax whenever they are 
in financial difficulties because the local authorities can 
in this case transfer the odium of collection to the rail¬ 
way company. The tax is also very defective from the 
educative point of view, since it does not encourage 
sense of responsibility among the electors who do not 
directly feel the burden of the tax. Sir Josiah Stamp 
sums up the case as follows :— 

“ In my judgement both theoretically and on the 
result of experience no country can be progressive that 
relies to any extent upon octroi which has nearly every 
vice.” 

But desoite this condemnation of the octroi and ter¬ 
minal taxes—the two most common items of indirect 
taxation in services in this country can not be aban¬ 
doned. This is because their imposition meets with 
least resistance from the public. People are accustomed 
to levies of this nature since time immemorial. The 
levy of new terminal taxes by local bodies being barred 
by statute there is at least a rush in the States for 
octroi. State Governments have themselves found it 
necessary to encourage levy of octroi and even have 
suggested the conversion of terminal taxes into octroi. 
Again it is hard to dispense with octroi until State 
Governments make up their minds to share the proceeds 
of the sales tax with the local bodies on the basis of 
realisation within those areas. If this be not feasible 
then the introduction of a surcharge on sales tax for 
the benefit of local bodies is recommended. So long 
octroi is inevitable and there is a suggestion for model 
schedule it is submitted that any attempt on these lines 
is likely to fail because the circumstances regarding con¬ 
sumption, use and sale (for which an octroi is levied) 
vary with each local body and even in the case of 
neighbouring area. For instance an article produce and 
manufacture in one local area may command largest 
demand in a neighbouring area and vice versa. Con¬ 
sequently the rates in the two areas can not be at the 
same level but be regulated by the differences in 
economic factors of demand and supply. The imposition 
of a model schedule of octroi is thus neither workable 
nor advisable. Regarding the levy of octroi on an ad 
valorem basis it is true that the ad valorem base was 
likely to bring in larger receipts b£ rendering the yield 
flexible inasmuch as it would increase with the rise 
in prices and decrease when the prices fall and thus 
secure automatic adjustment. The swing of opinion on 
this subject is however definitely to the other extreme. 
The U. P. Municipal Taxation Committee were definitely 
of opinion that “ there should be no ad valorem assess¬ 
ment and that the tax should be on the maundage 
passed the rates applied equally to all goods ”. Pro¬ 
fessor Findley Shirras also condemns ad valorem assess¬ 
ment as “ one of the worst features of the octroi ” 
(Public Finance). According to Buhler another eminent 
authority “ ad valorem taxes upon necessary goods, pro¬ 
duced by agriculture at increasing unit costs are especi¬ 
ally burdensome, because the tax grows with the costs 
and becomes regressive in the effect upon low income 
groups as costs mount ”, Again the determination of 
ruling prices is often a very difficult task requiring long 
experience and specialised knowledge of the working of 
markets which a poorly paid Naka Munshi can hardly 
be expected to command. It was probably the realisa¬ 
tion of this aspect of the matter that led the Government 
of Punjab to suggest exclusion from the purview of ad 


valorem assessment of all “ articles the price of which 
varied greatly at different times of the year ”. Indeed 
the price of goods are subject to such considerable 
fluctuations that no employee of a local authority may 
be credited to know them with any degree of accuracy. 
The result will be that whereas some popular brands 
of goods whose prices are well known may be charged 
with proper duty the bulk of items is sure to escape fair 
assessment. This uncertainty will led to greater corrup¬ 
tion which will become a feature almost of daily occur- 
ance. As Buhler puts it “ complicated assessment pro¬ 
blems arise in determining value and evasion may be 
harder to detect because of the case of declaring fictious 
values. Moreover the prices are trade secrets and 
their revelation which is inherent in a system of this 
nature is likely to led to serious absuses. Octroi is 
generally condemned for its administrative defects. 
The introduction of the ad valorem basis is likely to 
multiply these rather than to debate them. It is there¬ 
fore clear that most of the evils inherent in octroi and 
declared by authorities as incurable exists in ad valorem 
system of assessment in the most aggravated form. The 
essence of octroi is not in the ad valorem assessment 
but in securing that its incidence is confined to goods 
consumed, used, or sold within the local limits. A 
specific assessment on the weight or quantity of goods 
would on the other hand not only much simplify the 
assessment procedure but secure the above mentioned 
desideratum. Specific rates are commonly easier to 
apply because the tax is simply so much for each unit 
of weight and evasion is discouraged because it is easier 
to count units than to assess values. Then there are 
defects inherent in a system of refunds. These defects 
can be eliminated if the system of octroi without 
refunds developed in the Punjab is adopted. At present 
a refund becomes admissible as soon as it can be shown 
that an imported article has been re-exported even 
though it may in the process have undergone many 
sales. No such concession could be claimable under 
a system of octroi without refunds if adopted. Once 
the goods are brought with the intention of consumption 
use or sale the octroi due would be levied and the tran¬ 
saction closed. The sales tax offers certain advantages 
over octroi. The taxation enquiry committee as 
recognised this and stated :— 

" As a substitute for octroi it has certain advantages. 
The substitution of this tax would solve automatically 
the difficulties about the entreport trade, since the 
article which was not sold in the town would be liable 
to the tax. Its incidence would be fairer in as much as 
being on and ad valorem basis its weight would be 
greater in the case of the more expensive articles con¬ 
sumed by the richer classes ; manufacturers would be 
freed from taxation on the raw materials of their indus¬ 
tries. Collection would be less likely to be attended 
by fraud and harassment of the tax payer ; and lastly 
no administrative control would be necessary to pre¬ 
vent it from developing into a transit duty ”, Dr. Gyan 
Chand also says: “ receipts from sale taxation can be 
used to replace the revenue derived by local authorities 
from octroi and terminal tax and the abolition of the 
latter will become a practical proposition when and if 
(he Provincial Governments levy and develop the sales 
tax to supplement and increase the resources of local 
bodies”. (Finance of Local Bodies in India.) The 
method by which the terminal and octroi taxes could be 
done away with is that a system of sharing proceeds 
of sales tax between States and local bodies should be 
introduced. If not as an alternative to sharing of the 
sales tax a surcharge should be levied on sales tax and 
the proceeds of it should be given to the local bodies 
within whose area the sales take place. The conclusion 
is that both octroi and terminal taxes are unsuitable 
as forms of local taxation and should therefore be 
abolised and as a substitute the introduction of a 
system of sharing proceeds of sales tax between States 
and local bodies offers the remedy. As an alternative 
to sharing of the sales tax a surcharge on sales tax is 
feasible and desireable and should therefore be tried. 

Questions 210, 211, 212 and 213.—Views have been 
expressed in reply to Question No. 209. 

Question 214.—Motor Bus transport is being provin¬ 
cialised in almost all states. The process of provinci- 
alisation is described as the nationalisation of road 
transport. The scheme generally contemplates the 
setting up of Statutory Transport Corporations for the 
operation of services in which the railways and the 
State Governments would be the main participants. 
Nationalisation of road transport under the control of 
statutory corporations in which the railways have a 
financial interest is thus the agreed policy of the Indian 
States. Motor transport can be undertaken by bigger 
municipalities within their local area with profit. It is 
however not possible for rural local bodies to undertake 



the management of Motor transport within their area 
owing to inadequacy of funds at their disposal. 
Municipalities are generally in charge of roads within 
the municipal area (excluding tiunk and national high- 
ways) and District Boards are responsible for roads of 
local importance and for the opening and improvement 
of communications in the interior and for construction 
and maintenance of village roads. Experience has 
shown that it was not possible for the District Boards 
to maintain all roads to the required standard mainly 
on account of the inelasticity of their revenues and the 
necessity for meeting increasing expenditure on public 
health, education, etc. If the State Government should 
have the monopoly of road transport then the yield 
from this source should be distributed among the local 
bodies over whose jurisdiction these routes lie. In rural 
areas where passenger transport is managed by the 
State the net proceeds should also be shared by the 
State Government with local bodies over whose roads 
these services are run. Heavy damage is done to roads 
maintained by local boards and yet no liability is 
admitted for such damage. Extension of the nation¬ 
alisation of motor transport would indeed make it 
possible to adopt a simpler and more effective system 
of terminal taxes on goods transported by road. But 
the proceeds should be shared by the State Government 
with local bodies over whose roads these services are 
run and heavy damage to roads is done. 

Questions 215-216.—No remarks to offer. 

Question 217. —A tax on passengers in the form of 
pilgrim tax is in vogue in almost all the pilgrim centres 
The tax is usually levied on the railway tickets and is 
collected by the railway company except in Nasik, 
Broach and Ahmedabad Districts where it is collected 
by the local authority for a small commission. It 
applies only to certain pilgrim centres and in many 
cases it can be imposed only during certain festivals. 
There is usually a free zone. All passengers coming 
from stations within the free zone being exempt from 
the tax. The rate is so low that it involves little hard¬ 
ship. The receipts from the tax are generally earmarked 
for the very necessary purpose of providing conveniences 
for pilgrims and taking measures to prevent the spread 
of epidemics. A large number of visitors con¬ 
gregate at the places of pilgrimage. Pilgrim taxes 
being levied in Bombay, Uttar Pradesh and Madhya 
Bharat. The tax is more important. It is understood 
that such a tax is not uncommon to visitors frequenting 
the places of pilgrimage. It should therefore be widely 
adopted by local bodies in all the states. As regards a 
suitable form of taxation on the floating population in 
the bigger cities it is desirable to tax these classes of 
the population. A light tax on passengers is therefore 
justified in the case of a large city on the ground that 
as a centre of trade or amusement or of public offices 
many non-resident persons come in and make use of 
the amenities provided by the local governing body. 
Pilgrim tax was a special assessment levied for the pro¬ 
vision of sanitary convenience to the pilgrims, and also 
to carry out preventive measures against the outbreak 
of spread of epidemics. It would be more equitable if 
the tax had been levied on all persons leaving the 
pilgrim centre. The local authorities had to make 
elaborate arrangement in regard to conservancy and 
water supply at great expense. Therefore the pilgrim 
tax should be levied on all person leaving the pilgrim 
centre. This is not a novel suggestion. It is true that 
there were a number of difficulties in the way. Firstly 
the pilgrim centres were not walled cities. The 
entrances were inumerable and attempts to evade the 
payment would certainly be made and if the collection 
of the tax had been farmed out there would have been 
some amount of harassment. It was also contended that 
as a tax it was an objectional one. Though these 
difficulties were there it would have been more equitable 
if the tax had been levied on all the pilgrims. For the 
local authorities should get something as ‘ Quid 
proquo ’ for the additional expenditure they had to 
incur. About all the rate of tax was so low that it 
would have been felt or appreciably added to the expen¬ 
diture which pilgrimage generally involved. 

Question 218.—Taxation in the form of a Poll Tax 
is regarded as highly unpopular. It falls on those 
classes which are at present making their due contri¬ 
bution to local taxation in other ways. 

Question 219.—Prior to 1871 all road in the State 
were under the direct control of Government. Then 
certain roads came to be vested in local bodies. The 
responsibility for the construction and maintenance of 
village roads also became a legitimate domain of local 
bodies. Experience showed that it was not possible 
for District Boards to maintain all roads upto the 
required standard mainly on account of the inelasticity 


of their revenues and the necessity for meeting increas¬ 
ing expenditure on public health, education, etc. Then 
by section 99 of the Bombay Local Boards Act the Dis¬ 
trict Boards were empowered to levy a toll and also 
to lease it on roads and bridges vesting in them. Toll 
is another source of trade taxes and from ancient period 
it is well known to have been levied for the mainten¬ 
ance of roads and bridges. In India it is one of the 
measure source of income of local bodies. Tolls do not 
bear any proportion to. the ability of the payer and are 
assessed at a flat rate. They are levied every time a 
vehicle or animal passed by the toll bar or gate. At 
every entrance of town city, etc., outposts have to be 
installed to collect them and the cost of such collection 
is usually hard because the rates have to be low. Tolls 
were therefore leased and the proceeds of the tolls 
tormed part of a Local Fund under section 75 of the 
Bombay Local Boards Act. Later on Government con¬ 
sidered that the erection of a toll gate was not a safe 
and sound measure for compelling motorists to pay tolls 
as with the present day motor traffic they were out of 
day and dangerous. On the enactment of the Bombay 
Motor Vehicles Tax Act in 1935 the local bodies were 
prohibited from levying tolls. The Act however pro¬ 
vided for payment by way of compensation of a statu¬ 
tory grant to every local body eaual to the net average 
annual income of the body from tills during the thrae 
years ending 31st March 1936 plus ten per cent. On tSS 
question of payment of compensation for loss of income 
derived from Motor Vehicles local bodies feel very 
strongly. Local boards newly constituted in the dis¬ 
tricts which came into existence on account of merger 
of certain native states in the Bombay State received 
no amount from the Motor Vehicles Tax. The payment 
of grant to compensate local boards for abolition of 
tolls under section 9(1) of the Motor Vehicle Tax Act 
is restricted to Local boards which levy tolls when the 
Bombay Motor Vehicles Tax Act was passed. The 
Local Boards of merger states thus get nothing from the 
income of the Motor Vehicles Tax. Though the local 
bodies had been prohibited from levying tolls by the 
Motor Vehicles Tax Act, 1935 section 117(1) of the 
Bombay Local Boards Act of 1923 provides that the Dis¬ 
trict Local Board may lease the levy of any toll that 
may be imposed under this Act by public auction or 
private contract. It is not understood what justification 
there may be for not repealing section 117(1) of the 
Bombay Local Boards Act VI of 1923 when local boards 
have been prohibited from levying tolls by the Bombay 
Motor Vehicles Tax Act, 1935. The financial position 
of local boards is always to be taken Into consideration. 
The existing arrangement of paying grants to compen¬ 
sate for abolition of tolls is most unsatisfactory. The 
number of motor vehicles has increased very consider¬ 
ably and the cost of road construction and maintenance 
has also gone up at present. In the light of the altered 
circumstances and extraordinary damage done by heavy 
trucks of industrial concerns plying on particular road 
maintained by local board it will be better to reconsider 
the question of payment of compensation for loss of 
income derived from motor vehicles and to refix fresh 
amount of compensation from the income of the Motor 
Vehicles Tax in case of local boards which are paid com¬ 
pensation grants at present under section 9(1) of the 
Motor Vehicles Tax Act, 1935. As regards the newly 
constituted Local boards of the merged areas some 
statutory arrangement should be made for providing 
payment of a substantial grant from the surplus pro¬ 
ceeds of the Motor Vehicles Tax. From the point of 
view that extraordinary damage is done by motor 
vehicles and trucks plying on roads maintained by local 
boards it is fair and legitimate that some compensation 
should be paid to them or the newly created local boards 
should be allowed to reimpose tolls under section 117(1) 
of the Bombay Local Boards Act VI of 1923. So long 
it has not been repealed and the net proceeds of all tolls 
and leases of toll on roads and bridges vested in the 
local board which are levied in the district under the 
tolls on Roads and Bridges Act, 1875 form part of a local 
fund under section 75 of the Bombay Local Boards 
Act, VI of 1923. But the levy of tolls will again lead to 
harassment and incovenience to users of roads. Section 
117(1) of the Bombay Local Boards Act VI of 1923 may 
therefore kindly be repealed and some statutory 
arrangement for the allotment of amounts from the 
surplus proceeds of Motor Vehicles Tax should be made 
instead. If this is not feasible then loss in income to 
local boards should be made good either by sharing 
the proceeds of the Motor Vehicles Tax with local bodies 
or by levy of a surcharge on motor vehicles and trucks 
plying on roads maintained by local boards and paying 
the proceeds to the Local board concerned within whose 
jurisdiction such motor vehicles and trucks ordinary 
ply. Levy of tolls is no doubt a suitable form of taxa¬ 
tion known from very ancient period. There is always 
a lucrative income from this source. In order to pre¬ 
vent the deterioration of roads and to meet the heavy 



expenditure required for their upkeep it is legitimate 
for Government to permit the levy of tolls by local 
boards. But looking to the hardship and harassment 
caused to owners of the motor vehicles and trucks it 
was not desirable to do so. It was no doubt true for the 
fast moving motor vehicles and trucks it was not desir- 
able to do so. It was no doubt true that the fast 
moving enotor vehicles were pulled to a stop at 
every ten miles and as a consequence there might have 
been some inconvenience to the motor using public. 
So, a provincial tax was the most suitable method of 
taxation so far as the motor vehicles were concerned. 
But there was absolutely no justification for the aboli¬ 
tion of tolls and all other vehicles. Equity demands 
that every user of road should bear the cost of road 
maintenance, roughly equal to the benefit he derived 
from such use. Further the main industry of the pro¬ 
vince was agricultural and as most of the villages were 
self sufficient to a great extent the country cart solved 
the transport problems. And for some time to come the 
bullock cart would remain as a chief means of transport. 
Thirdly the condition of the soil in the delta areas would 
not admit the construction of a road suitable for motor 
traffic except at a prohibited cost. Fourthly the argu¬ 
ment that the abolition of toll would benefit the agri¬ 
culturists was not correct. For the agriculturists did 
not transport their own produce. As a matter of fact 
their produce was transported by professional bodies 
of cartmen and the burden of tolls if any was not borne 
by the agriculturists. To say that a greater part of the 
receipts under tolls were diverted to the farmers is a 
wrong contention. The primary intention of Govern¬ 
ment in the abolition of tolls was to relieve the agri¬ 
culturists from opnessive taxation. But that purpose 
is not served. We therefore think that the abolition 
of tolls was justifiable and it is therefore suggested that 
tolls should be collected from all others who would use 
the road. In short reintroduction of tolls is suggested 
in a modified form which is less vexatious to road trans¬ 
port. If this suggestion is accepted then section 117(1) 
of the Bombay Local Boards Act VI of 1923 should not 
be repealed. As regards the motor vehicles and trucks 
which ordinarily ply on roads maintained by local boards 
statutory arrangement for sharing the proceeds of the 
Motor Vehicles Tax with local bodies should be made by 
Government. 

Question 220.—Opinion has been expressed in our 
reply to question No. 187 

Question 221.—Item No. 33 of List II of the State 
List relates to theatres and dramatic performance 
cinemas, subject to the provision of entry 60 of List I; 
enumerated in item No. 60 of List I of the Union List 
sports, entertainments aud amusements. The matter 
is for sanctioning of cinema-autograph films for exhibi¬ 
tion. Item No. 62 of List II of the State List includes 
tax on luxuries, including taxes on entertainments, 
amusments betting and gambling. Government has 
imposed a duty in respect of admission to entertain¬ 
ments in the Presidency of Bombay under the Bombay 
Entertainments Duty Act, 1932. Exemption Is however 
made for entertainment in aid of charitable or educa¬ 
tional purposes. The State Government collects the tax 
and the entire proceeds have been appropriated by 
Government for the purpose of Provincial Finance. It 
may further be said in this connection that there is no 
objection to levy theatre tax in addition to the enter¬ 
tainment duty but the entire proceeds of both these taxes 
within the local board limits should be handed over to 
District Boards. In Madras the Boards were empowered 
to impose a tax on entertainments and other amuse¬ 
ments. The rate at which the tax was to be levied was 
laid down in the Act. Entertainments which were 
wholly of an educational character or intended for the 
promotion of educational and scientific purposes or 
public health or agricultural interest or when the net 
proceeds of which were devoted for philanthropic, 
religious or charitable purposes were exempted from 
taxation. This tax was subsequently provincialised in 
1939. Provision was however made for the payment of 
compensation to local authorities which were in receipt 
of income from this source during any part of three 
years preceding 1st April 1939 a sum equivalent to the 
average net annual income derived by such local 
authorities during these three years. It will be seen 
from this in Madras Local Boards were empowered to 
impose tax on entertainments and other amusements and 
when the tax was provincialised Government have 
made statutory provision for the payment of compensa¬ 
tion to local authorities which were In receipt of income 
from this source. In the Bombay State there is no 
assignment of a share in the revenue derived by Govern¬ 
ment from the theatre tax as well as the entertainment 
duty levied under the Entertainment Duty Act 1923. 
The India Taxation Enquiry Committee recommended 
the assignment of this tax to local bodies, local Self 


Government Committee, 1939 appointed by Government 
also urge upon Government to transfer whole of the 
revenue under the entertainment tax to the local bodies 
The levy of the theatre tax and the imposition of enter 
tainment duty are both suitable for more general adop¬ 
tion and it is urged that Government should transfer 
the whole of he revenue of both these taxes af.er 
deducting the collection charges to local bodies. 

Question 222.—Betterment fees or charges are in 
some cases levied by Improvement Trusts in this country 
and by Municipalities where they act as town planning 
authorities. Question in connection with local taxation 
of Government property arises regarding the levy of 
betterment contribution by local bodies on the properties 
of Government in their jurisdiction with reference to 
the increase in the value of such properties as a result 
of a town planning scheme. In law no distinction is 
made with regard to liability to betterment fee or 
charges between properties own by the State and those 
owned by the individual. There is no reason to treat 
the property of the Government different from other 
pi'operty in this matter. Should therefore be any con¬ 
stitutional or other objection to the payment of better¬ 
ment charges in the form of taxes, fees, or charges and 
equivalent contribution should be made in lieu of the 
fees. It is deslreable that the source of betterment tax 
revenue should be exclusively reserved for Improvement 
Trusts, Development Boards, etc., for their existing 
resources were not adequate for carrying out their 
objectives. 

Questions 223 and 227.—It is an admitted fact that 
the present financial resources of District Boards in 
this State are too meagre for maintenance of the 
services with which they are entrusted at a standard of 
efficiency expected by the people. The needs of the 
people of the rural areas who form the bulk of the 
population of the province have not received the atten¬ 
tion they deserve in matters of education, sanitation, 
medical relief and communication, although the provin¬ 
cial government have been making fairly substantial 
grants-in-aid to District Boards for each of these 
services. The inference clearly is that much more 
money than has been available to the District Boards 
is necessary for expansion of this services which are of 
vital national importance. The present abnormal rise 
in the prices of building and other materials and in the 
wages of labourers, coupled with the demand for better 
pay and allowances by all classes of employees has added 
to the financial burden of these local bodies with the 
result that there has been no scope for an appreciable 
expansion in their activities. On the other hand there 
has been deterioration in the maintentance of com¬ 
munications because the District Boards can not afford 
to meet the tremendous increase in the cost of main¬ 
tenance of roads. The grant-in-aid available from the 
provincial revenues have not been sufficient to meet the 
requirements of the Board. Some bold measures are 
therefore necessary to rehabilitate the finances of the 
Board if any appreciable improvement is to be effected 
in the condition of their services. The root cause of the 
financial difficulties of local bodies is that the Govern¬ 
ment places restrictions directly or indirectly on the 
levy of taxes by local bodies and also encroaches upon 
the resources of local bodies by levying new taxes under 
different names. New suggestions for improving the 
financial position of local bodies are as follows :— 

1. Government should advice local bodies to levy tax 
on such professions as may be fit to be levied in each area 
inasmuch as professional classes should be made to 
pay their share of the expenses of local administration. 

2. Government should give Municipalities and local 
boards a share in stamp duties and registration fee on 
transfer of immoveable properties by adding a percent¬ 
age on the stamp duty for the benefit of local body 
within whose area the properties transferred are situated 
for registration or by allowing local bodies to levy fees 
on transferred documents presented to them for regis¬ 
tration in the records of local bodies this being made 
compulsory and the rate of such fees being from } per 
cent, to 1 per cent, on value of property transferred or 
alternately Government should assign to local bodies 
concerned 25 per cent, of stamp duty on transfers of 
property. 

3. Government should reduce non-agricultural assess¬ 
ment on building plots within municipal limits or hand 
over to Municipalities the whole or a substantial por¬ 
tion to the extent of 75 per cent, of the non-agrieulturaj 
assessment recovered by them ana tliat local boards 
should get 10 per cent, more on what they are at present 
getting on that assessment. 

4. In case of Municipalities and district local boards 
a flat rate should be allowed to be levied on all marri¬ 
ages and feasts except in the case of those bodies wbiclr 
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can advise a system or suitable machinery for assess¬ 
ing expenditure on marriages and financial status of the 
parties concerned and that a flat rate of Rs. 50 or so on 
every adoption should be levied. 

4. Local bodies should maintain a register of marri¬ 
ages and adoptions as they do in the case of births and 
deaths. 

5. Government should pay to each local body 50 per 
cent, of the revenue derived by them from the net pro¬ 
ceeds of the duty on the consumption of electric energy 
as the demand of local bodies to such income has always 
been held to be sound. 

6. Government should distribute the receipts from 
petrol tax on an equitable basis between the Govern¬ 
ment and local bodies. 

7. Government should undertake legislation for the 
imposition of a tax on agricultural income and assign 
a portion of that income to local bodies. 

8. Lands in village sites which are being held free 
of land revenue and therefore of local fund cess should 
continue to be so held but Government should see that 
alienated lands used for building purposes with pay 
only one eight of the non-agricultural assessment should 
be made to pay the full amount of the non-agricultural 
assessment and the Bombay Local Boards Act should 
be amended accordingly. 

9. Government should explore the possibilities of 
obtaining greater benefit for local boards than a mere 
levy of local fund cess and if necessary examine the 
legal rights of Inamdars in the matter or carry on 
negotiations with them with a view to induce them to 
part with a share of their income quarry fees which 
should be subjected to local fund cess by amending the 
Bombay Local Board Act, 1923. 

10. Local bodies should be allowed to have exclusive 
control over the administration of Weights and Measures 
Act and the surplus income should be credited to its 
funds. 

11. As regards the fines and fees imposed and 
collected under Local Self Government Acts there is no 
reason why the local bodies should be deprived of this 
income when they have been receiving it so far. In our 
opinion the proceeds of the fines and fees realised under 
the several Acts should be paid to local bodies. Amounts 
realised as fines and fees should be charged on pro¬ 
vincial revenue by passing necessary legislation instead 
of their taking the form of grants-in-aid and being sub¬ 
jected every year to the vote of the Assembly. Pend¬ 
ing such legislation amounts realised may be paid to 
local bodies as grants. They should be put on the same 
basis as statutory grants not subject to withdrawal or 
reduction. In the case of fines Government should fix 
a percentage deduction to defray the cost of collection 
of such fines incurred by Government in the trial of 
cases. In the case of fees expenses are not likely to be 
appreciable. Government should not therefore make 
any deduction when crediting them to local bodies. 

12. Local boards admittedly render useful service in 
the shape of roads, bridges, culverts to carry the forest 
products in the shape of medical relief to those engaged 
on forest work and in many other ways. In order to 
augment the resources of local boards the levy of a cess 
of one and half anna in the ruDee is suggested on all 
forest produce including forest lands leased for cultiva¬ 
tion. 

13. As regards the cattle pounds the management of 
pounds is at present retransferred to Government. 
They should therefore after defraying the cost of such 
management pay over to the local bodies the net pro¬ 
ceeds from fines and fees recovered in this behalf. 

14. As pointed out elsewhere local authorities should 
be relieved of all financial liabilities in the matter of 
Primary Education. 

15 Local bodies should be relieved of responsibility 
to spend on the following services and the entire expen¬ 
diture on them should be provided by the State Govern¬ 
ments : 

1. Public vaccination. 

2. Prevention and suppression of infectious and 

dangerous diseases. 

3. Establishing and maintaining public hospitals and 

dispensaries and carrying out other measures 
necessary for public medical relief, 


Question 224.—It will be seen that local bodies do 
not utilise their existing powers of taxation. There is 
the innate tendency of the people to evade the moral 
obligation to take a fair share in public expenditure 
and to bear their proper burden of taxation. There is 
general unwillingness among the elected members or 
local bodies to shoulder responsibility for levying 
necessary taxes and to face the consequent unpopularity. 
Lack of civic sense is fairly widespread. Arrears of 
taxes recoverable are rather high. It is common know¬ 
ledge that the collection of taxes by local bodies is 
seldom made in full. Interested parties create such a 
situation that the permanent officials in charge of collec¬ 
tion becomes seriously handicapped and quite a good 
portion of legitimate income becomes irrecoverable and 
written off. Provision exists for penal measures but 
ways and means are found to evade them even. Where 
a local body is unwilling to impose a tax at an adequate 
rate and State Government should have the right in 
the first instance to give friendly advice and if the local 
body fails to carry it out the State Government should 
in the last resort have the power to impose or raise 
the tax themselves and particularly the power to deal 
with emergencies. Statutory provision should be made 
in the Act stating that the local bodies not utilising that 
existing powers of taxation shall have no claim on the 
financial resources of the State. Subject to prescribed 
maximum limits local bodies should have independent 
powers of taxation. But where a local body is unwill¬ 
ing to tax itself the State Government should have the 
power to impose or raise a tax. 

Question 225.—The assessment of land and building 
values is an extremely complicated affair and nnieng 
elaborate rules are laid down for the guidance of 
assessors and discrimination exercised in selecting per¬ 
sonally the assessment is likely to be unjust and the 
income will decrease. The pannel of assessors should 
consist of technically the best qualified persons. Assess¬ 
ment proceedings are completed only when they have 
been reviewed and approved of by Municipality or a local 
board. The Act provides for a purely lay committee for 
whose ignorance of the highly complicated procedure of 
valuation and misplaced sympathy, assessment suffers 
severely. It is important that the work of review should 
be entrusted to a quasi-judicial standing tribunal to 
which representatives of the local body should be 
attached as assessors. The standard of collection of 
taxes is also not upto the mark and heavy 
arrears of taxes levied by local bodies accumulate 
mainly because of belated assessment of taxes and dues 
in most of the local bodies. The assessment lists are 
not prepared and authenticated till the fag end of the 
year although under the rules these are required to be 
authenticated before the commencement of the year to 
which the taxes or dues pertain. At places assessments 
are made and reduced arbitrarily to the benefit of the 
assessees concerned at times even below the amounts 
declared by the assessees themselves. Another dis¬ 
quieting feature is' the lack of supervision over the 
collecting staff and the unwillingness of the executive 
to take prompt and timely steps for recovery of taxes 
or dues. Members invariably feel hesitant to take 
coercive measures admissible under the Act against 
the defaulting assessees. At places even the members or 
employees of local bodies are among the defaulters. 

It is therefore necessary that the State Government 
should prescribe for their local bodies a standard of 
collection and should see that it is adhered to. It is 
obvious that improvement in the machinery in the 
assessment would by itself produce no effect if the 
machinery of collection is also not simultaneously 
improved. Suggestion we can make in regard to impro¬ 
vement in collection is that pannel interest at 6i per 
cent, per annum should be charged on arrears of taxes. 
With a view that taxes may be collected speedily, econo¬ 
mically and impartially it has been our view that an 
agency independent of local bodies should be employed 
so as to counteract the influence of members and officers 
which militate against the speedy recovery of taxes and 
against the impartial treatment of tax payers. It may 
kindly be noted that no independent agency would be 
either suitable or desireable except in the cases men¬ 
tioned below:— 

In the case of District Local Boards the Local Fund 
Cess which is the main item of their revenues collected 
by the revenue authorities along with the land revenue. 
There are practically no other taxes excepting the profes¬ 
sional tax which is recommended to be levied by the 
Local boards. For the recovery of the professional taxes 
so far as the Municipalities and Village Panchayats are 
concerned the agency should be Municipalities and the 
Panchayats. In the local board areas such a tax on im¬ 
portant manufacturing concerns may be collected by the 
District Boards and taxes on other professions may be 
collected through the revenue agency. As regards the 
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market dues they may be collected by the local body so 
desires. By farming out system such as is permitted in 
the case of Borough Municipalities. The same procedure 
may be made permissible in the case of District Munici¬ 
palities. For the terminal tax and control railway 
authorities may continue to collect the taxes wherever 
practicable. For the tax on transfer of properties which 
we have proposed elsewhere in these replies the same 
may be collected by Government by the method of 
additional stamp duty or by an additional registration 
fee collected through the registration department of 
Government. As for the wheel tax we suggest that as 
far as public conveyances are concerned it would be 
better if instead of the municipal agencies the police 
authorities collect it along with the licence fees. The 
municipal agencies should collect the taxes due for 
private conveyances. It is suggested that the power of 
local bodies collecting the taxes may be widened 
wherever necessary on the lines of the recovery of land 
revenue Police help may also be given more freely when 
distressed warrants are executed. 

Question 226.—No remarks to offer. 

Question 228.—Labour is another form of wealth 
which may suitably form an object of taxation for rural 
bodies generally and village panchayats particularly. 
There is abundance of labour going waste in many vill¬ 
ages A large number of villages which have nothing 
to offer in cash or kind in lieu of taxes. Legislatures of 
every state seem to be aware of this state of things 
and have enacted provisions for tackling the source. 
Some States have made provision for accepting labour 
in lieu of taxes and some other have provided for the 
levy of labour tax at the option of village panchayats. 
There is a great scope for utilising this most fruitful 
source of income for specific local development of or 
generally for the development programme of the country. 
There is an off-season idle labour which should be 
recruited for the road making and other public utility 
works. We have seen that in ancient India contribution 
in shape of labour was a very good source of income. 
Contribution of manual labour is very advantageous and 
if it is made recoverable by the State and other local 
authorities it will no doubt help them considerably in 
carrying out the public works. Labour tax should there¬ 
fore be provided for a specific local development or for 
the development programme of the country in the shape 
of labour with all such safeguards against the abuses 
which such a system may be liable to. It should also 
be provided that payment in such cash or kind may be 
made in lieu of labour at prescribed rates. The pro¬ 
vision in the Act should thus primarily levy the tax in 
labour and option to pay in cash or kind. This will 
have a great value and will prove more suitable to vill¬ 
age conditions. The extent to which the modern India 
is able resuscitate this mode of taxation will to a great 
extent be a measure of its success and reviving the 
national institution like development boards, gram 
panchayats, etc. This suggestion will surely be found 
particularly suitable In backward areas where the people 
are very poor. 

Supplementary Questionnaire 

MEMORANDUM A. 

General Note on the finances (including the taxation 
aspect ) of the Local Body. 

With regard to the history of the origin of Local 
Funds and their administration it may be noted that 
the levy of Local Fund Cess is traced to the year 1860 
when it was the practice to levy a cess of one anna on 
every rupee of land revenue for provision of local 
amenities like dispensaries, schools and roads. The 
subject was taken up and discussed by the Bombay 
Government in 1862, and in September 1863 a resolu¬ 
tion (No. 3115 of 16th September) was passed sanction¬ 
ing the establishment of Local Funds in the Presidency. 
The levy was for the first time placed on a statutory 
basis by the Local Fund Act, 1869. That Act was re¬ 
pealed by the Bombay Local Boards Act, 1884, which 
ultimately was superseded by the present Bombay Local 
Boards Act, 1923. Under section 93 of that Act the Local 
Fund Cess was levied at the rate of one anna on every 
rupee payable as ordinary land revenue or which would 
be so payable had there been no alienation of land 
revenue but the rate could be enhanced upto two annas 
in the rupee on a resolution passed by the District Local 
Board. Most of the Boards increased the rate to the 
permissible maximum of annas two per rupee but even 
this proved inadequate. The Act was therefore amend¬ 
ed in 1945 to provide for a minimum and maximum of 
annas two and three respectively. In 1948 it was further 
amended to provide for the levy of a compulsory uni¬ 
form rate of annas three per rupee. Under section 95 

of the Act Government can levy Local Fund Cess at a 

• 
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rate not exceeding three annas on every rupee of water 
rate leviable under the provisions of the Bombay Irriga¬ 
tion Act, 1879. 

Under the Bombay Local Boards Act Government 
have power to constitute local area into District and 
to establish a District Local Board for such an area. 
District Local Boards consisted of elected members. 
Number of members of Local Boards, etc., were as 
prescribed by the State Government. Seats were reserv¬ 
ed for the women. Scheduled Castes and Scheduled 
Tribes. Reservation of seats ceased to have effect after 
10 years. The preparation of the Electoral Roll was 
taken up by the Collector. The preparation and the 
publication of the preliminary electoral roll, the receipt 
of objections and claims, the hearing of these objections 
and claims by a revising authority and finally the pub¬ 
lication of the final list of voters was to be done by the 
Co’lector. Both the President and Vice-President were 
elected by the Board. The range of functions of the 
President varied from time to time. The President 
functioned in two capacities. First as an agent of the 
State Government and secondly as the Chief Executive 
of the Board. In the first capacity he assumed respon¬ 
sibility for the administration of any of the functions 
that may be entrusted to him by the Government. In 
his second capacity his functions were multifarious. He 
was the leader of the house, adviser of the Board, 
initiator of policies, the Chief Executive Officer and 
finally the keeper of records. He prepared the agenda 
of the Board’s meetings with the assistance of the 
Secretary or Chief Officer. He prepared the Budget. 
He was responsible for the proper organisation of the 
office and for the proper distribution of functions among 
the staff. Further he was responsible for the proper 
maintenance of accounts and the clearance of all audit 
objections. Finally he was the official representative of 
the Board in law. From the above description it should 
be evident that both the administrative and political 
functions were combined in one and the same person. 
The President was authorised to appoint all officers Mid 
servants whose appointments had been made by tne 
Board. He was also- empowered to make certain appoint¬ 
ments without the sanction of the Board and to take 
disciplinary action against any officer or servant of the 
Board Clerical establishment formed part of the Local 
Administration department under the Secretary assisted 
bv number of clerks. The Engineering establishment 
was under the control of the Engineer whose appoint- 
ment was approved by Government. Government paid 
two-thirds of the salary of the approved Engineer of the 
Board. The Engineer with the assistance of the Sub- 
Divisional Officers, Overseers, Sub-Overseers and Mais- 
tries had to carry out the execution of all Local Board 
works like roads, buildings, etc. He had also to do the 
inspection of works and to make local enquiries on all 
questions addressed to him The President was em¬ 
powered under the Act to exercise casting vote. Finally 
he was the ex-officio Chairman of all the Committees 
other than the Committees of which the Chairman had 
to be elected. In emergencies he could appoint any one 
and carry out any work subject to the condition that it 
was subsequently submitted to the Board for its rati 
flcation. The President and Vice-President were remov¬ 
able from office as such President or Vice-President for 
misconduct or neglect of or incapacity to perform his 
duty The means by which the administrative control 
was exercised were several. The Act has given more 
or less a blank cheque to the Collector to actas he 
pleases in the time of emergency. The Act says that the 
Collector may in cases of emergency direct or provide 
for the execution of any work or the doing 
which the Board or the President is empowered to 
execute or the immediate execution or doing of which 
fs in his opinion necessary for the safety of the public 
and may direct that the expenses of executing such 
work or doing such act shall be paid by the Local Board. 
The exercise of this power is subject to the condition 
that the Collector should report forthwith to the Com¬ 
missioner in the matter. The Act provided for the di - 
solution and immediate reconstitution of the Boards. 
The Collector could suspend or cancel a resolution 
passed or order issued by the President and the matter 
should be reported to the Commissioner who would 
™firra or modify the order. In every such case the 
matter should be reported to the State Government for 
their final orders. Government exercised ^J^ w %>h£ 
making enquiries into the affairs of Local Boards. The 
person 8 conducting such enquiries was; empowered to_caU 
tor records, summon witnesses to tender evidence or 
reouire persons to produce any document relevant to the 
matter under the enquiry. The Collector, Commissioner 

ala erasassuf snsMiAg 
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to simplify and standardise account procedure and the The basis for each grant in various District Boards can 

accounts of local boards were subject to audit periodical- not be suggested. The question may however be con- 

ly on the spot by Peripatetic Auditors of the Accountant sidered by Government in accordance with the local 

General’s Office, Bombay. This no doubt afforded an conditions and requirements. It is desirable that all 

effective check on the funds but the tendency betrayed grants whether statutory or non-statutory should be given 

by the Local Fund Auditors to deal with administrative on some definite and understandable principles, 

questions at the time of auditing the accounts of the 

District Boards was undesirable. The chief duties of Regarding paras 4 and 5 of the Annexure “ A ”, 

the Auditors were to see that the ratepayer’s money Section 99 of the Bombay Local Boards Act VJ of 1923 
was duly accounted for, had been spent under proper provides for the imposition of taxes by District Boards, 

authority and had not been wasted. The Auditors should However before a tax is imposed or altered the sanction 

regard themselves not only as Auditors but also as of the competent authority, viz., the Government or the 

financial Advisors of the local bodies whose Commissioner as the case may be is necessary. No 

accounts they audit. Finally the power to limits as regards taxes are laid down either in the 

surcharge does not exist uniformly in relation to all Bombay Local Boards Act. 1923 or the Bombay Village 

local bodies. In relation to certain Municipalities there Panchayats Act, 1933. It will be seen from this that 

is no power of surcharge. The Commissioners alone Local Boards in the State have no independent powers 

should have the power of the ordering a surcharge atid of taxation. The position therefore is that while th 

the law should provide for an appeal to the Courts. initiative in regard to proposals for taxation lies with th 

Local Self Government in 1948 amended the Bombay local bodies the power of sanctioning such proposal 

Local Boards Act VI of 1923 to provide for the levy of rests with the State Government. As stated by th 

a compulsory uniform rate of annas three per rupee. Finance Enquiry Committee local bodies have approache 

Though this step had increased income from Local Fund State Governments with proposals for taxation but th 

Cess with the growth of the land revenue of which it Governments concerned have not accepted them. To b 

forms a fraction still the growth had not kept pace fair local bodies should be given independent powers c 

with the ever increasing local needs with the result taxation subject to maximum and minimum limits i 

that the District Local Boards had been starved and each case to be prescribed by the Acts or rules frame 

their utility sadly crippled. The sources of rural taxa- thereunder. District Local Board, Sabarkantha has 1 
tion are very limited and without increased funds pro- the circumstances mentioned above not levied any tax< 

gress is impossible. The local fund cess is collected and as such there is no income to the Board from the 

through Government agency along with the land revenue imposition of new taxes. It should be observed that if 

and credited to the District Boards funds after deduct- any real vitality is to be given to the institutions which 

ing the cost of collection. With a view to improving the have been created Local Self Government must in time 

finances of District Boards section 118-A provides that be associated with responsibility for local taxation for 

the State Government shall make every year a grant local objects but this principle had not been put into 

to every district local board equivalent in amount to force probably from a well grounded fear that the edu- 

fifteen per cent, of the ordinary land revenue including cation of the people in self taxation had not progressed 

non-agricultural assessment realised during the previous sufficiently to allow of such an advance. The District 

revenue year from lands within the limits of the district Boards are bound to take measures to place themselves 

excluding lands within Municipal Boroughs, Municipal in possession of sufficient funds to enable them to fulfil 

districts or villages within the meaning of the Bombay all their obligations. The District Boards are thus bound 

Village Panchayats Act, 1933. This section marks a to tax the people sufficiently to secure what is adequate 

great step forward in augmenting the lesources of but they should have independant powers of taxation as 

District Boards in order to put an end to the precarious suggested above, 

condition of their finances. To improve the finances of 

the District Boards Government by their Resolution In relation to para. 6 of the Annexure “ A ” it is 

No. 6026/33, dated 24th June 1949, Health and Local submitted that taxes imposable by District Local Boards 

Government Department decided to pay to each District are (1) a toll and (2) an octroi under the provisions of 

Local Board a grant-in-aid equal to 2 per cent, of the the Bombay Local Boards Act VI of 1923. Section 117(1) 

gross forest revenue realised in the Board’s area. This of the Bombay Local Boards Act VI of 1923 provides 

grant was to be utilised by the Boards on the construe- that “ the District Local Board may lease, the levy of 

tion, maintenance and repairs of roads and the provision any toll that may be imposed under this Act by any 

of medical relief in the forest areas of the District. The public auction or private contract: provided that the 

grant-in-aid was also sanctioned annually to District lessee shall give security for the due fulfilment of the 

Local Boards for local public works, i.e., for the con- conditions of the lease. Section 99 of the Bombay Local 

struction of and special repairs to metalled and unmetal- Boards Act VI of 1923 however says: “Subject to any 

led (e.g., murum) roads (excluding tracks other than general or special orders which may be made by the 

cart-tracks in irrigated areas) and bridges. The object (State) Government in this behalf every District Local 

of this grant was to supplement the expenditure of the Board may— 

Boards on communications. The Boards were allowed . . .. .... .. . , 

to purchase road-making machinery from this grant ' a ' a “ er . observing the preliminary procedure re¬ 
provided they were prepared to meet half the cost of the quired by the section 100, and 

machinery from their own funds and in addition agreed (b) with the sanction of the Commissioner and 

to bear from their own funds the depreciation and repair subject to such modifications or conditions as 

charges to keep the machinery in proper order. Owing under section 101 the Commissioner in accord- 

to availability of limited funds at the disposal of District ing such sanction deems fit 

Boards Government sanctioned annually grants-in-aid for .' 

the village approach roads and the village Water Supply impose for the purposes of this Act any tax (other than 

Works in the District. Non-recurring grants are made a toll on vehicles, animals or persons) save as provided 

to local boards towards their expenditure on anti- in section 14 of the Bombay Motor Vehicles Tax Act, 

epidemic measure if during the year their expenditure 1935 which (the State Legislature) has power under the 

on anti-epidemic measures medical and public health (constitution) to impose in the (State), 

has not been less than 10 per cent, and 4 per cent, of 

their income, respectively. Dispensary grant are also The District Local Boards are thus not permitted to 

made to local boards upto a maximum of the salary and levy tolls on their roads though section 117(1) of the 
allowances of the medical officer in charge of the dis- Bombay Local Boards Act VI of 1923 empowers them to 

pensary. Government pays also a grant of Rs. 360 per lease the levy of tolls. As regards the levy of octroi 

annum. With a view to encourage medical practitioners duty the geographical position of the district is such that 

to settle in rural areas the Government subsidies medical it is not possible for the District Local Board Sabar- 

practitioners and the cost on this account is shared kantha to levy the tax in the district. The Collection 

between the Government and the District Local Boards of octroi tax and the system of refunds which forms an 

m ratio of 4:1. Owing to abolition of tolls several essential feature of octroi puts the person paying the tax 

District Boards receiving non-statutory grants out of the to a great amount of inconvenience. The Indian Taxa- 

proceeds under the Motor Vehicles Taxation Act. tion Enquiry Committee (1924-25) criticised the octroi 

Grants-in-aid are also given to District Local Boards from and terminal taxes in the following words: — 

the proceeds of sand and quarry fees. Grants for the 

abolition of tolls is a compensatory grant equal to the “In the form in which they (octroi and terminal 

net average annual income of the Board from tolls tax) are levied in India they offend against all canons 

during the three years ending 31st March 1936 plus 10 of taxation. The levy of octroi tax in District Local 

per cent. Non-statutory dearness allowance grant to the Board area is thus open to objection and it is for this 

extent of 50 per cent of the expenditure are given to reason that the District Local Board, Sabarkantha has 

Local Boards. Grants at present given were based on not levied octroi tax in rural area of the district.” 

no understandable principles and that generally they 

were not based on needs. Grants should be given in With regard to the budgets of the Boards 85 to 88 

order to supplement resources wherever deficient. With of the Bombay Local Boards Act VI of 1923 empower 

regard to statutory grants fixed principles already obtain District Boards to frame and sanction their own budgets 

and there is not any complaint from local bodies. It is and authorise re-appropriations. Collector of the district 

chiefly with regard to voluntary grants that local bodies had to annually render a return to local boards of actual 

insist upon their regulation on certain fixed principles. and estimated income of local funds, under section 86 
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of the Act and as the budget preparing authority the 
President of the Board then prepared the budget in a 
properly designed budget form as prescribed by rule 
under clause (/) of section 133 of the Bombay Local 
Boards Act VI of 1923. It was thus the President who 
was to initiate the preparation of the budget. It was 
sometimes in the month of October that he would address 
a memo? to the heads of the department to furnish him 
proposals for the preparation of the revised estimate of 
the current year and the budget estimate of the coming 
year. After the receipt of the information the President 
prepared and placed the budget before the board for 
adoption. The President circulated the draft budget 
among the members of the board sufficiently in advance 
of the date fixed for the consideration of the budget by 
the Board so that the members may have a reasonable 
opportunity to examine it. The adoption of the budget 
estimate was an obligatory function of the board. It 
was the duty of the board to see that the estimates of 
receipts was exhaustive and cautious and then due 
provision was made for all obligatory expenditure and 
for the due discharge of all liabilities by the Board and 
that the prescribed balance had been left. Extract of 
the budget were then sent to the administrative heads. 
The budget as finally approved had certain distinctive 
characteristic features. They were firstly the appro¬ 
priations were annual. That is the allotments made in 
the budget lapsed at the end of the year and no part of 
any allotment remaining unexpended at the end of the 
year should be reserved or appropriated by transfer to 
deposits or any other head to avoid lapse for disburse¬ 
ments after the end of the year. This type of appropria¬ 
tions was regarded as the most satisfactory one because 
a definite amount for a definite purpose for expenditure 
during a definite period was appropriated. The second 
feature was that it was prepared on the basis of what 
was expected to be actually received or paid during the 
year. In other words the budget is an estimate of the cash 
receipts and cash payments during the coming year 
irrespective of the fact that such receipts and payments 
relate to the transactions of that year or previous year. 
Thirdly it was prepared on a gross and not on a net basis. 

* Receipts were estimated as receipts and entered on the 
receipts side of the budget and expenditure on the ex¬ 
penditure side of the budget. There are no changes in 
pattern of income and pattern of expenditure. 

Where a local board is unwilling to impose a tax at 
an adequate rate the State Government should have the 
right in the first instance to give advice and if the local 
board fails to carry it out the State Government should 
in the last resort to have the power to impose or raise 
the tax themselves particularly to deal with emergencies. 

A statement in the form appended to Annexure “ A ” 
containing data on the finances of the District Local 
Board, Sabarkantha accompanies. 

Copies of annual account of income and expenditure 
of the District Local Board, Sabarkantha for the year 
1950-51, 1951-52 and 1952-53, are also attached herewith 
for information. 

As regards “ Development programme and expendi¬ 
ture thereon ” Government have sanctioned the pro¬ 
gramme of local development works in the five year plan. 
Government were of opinion that in the selection of 
scheme preference should be given to those which will 
not envolve heavy recurring expenditure as it will 
generally be difficult to make satisfactory arrangements 


for meeting recurring costs, unless a local body is in a 
position to undertake responsibility for meeting them 
from its own regular revenues. The types of local works 
most suitable for selection were water supply scheme, 
permanent works for the improvement of agriculture or 
rural sanitation, village roads, small bridges and 
culverts and school or dispensary buildings where such 
institutions already exist but are in adequately housed. 
To supplement the funds provided by Government it is 
stated fifty per cent of the cost of a scheme should as a 
rule be contributed by the public in the form of cash or 
voluntary labour. Government have further suggested 
that no scheme should be accepted without some measure 
of local effort and that in selecting schemes the amount 
of local effort forthcoming proportionate to capacity 
should be one of the main criteria. There is also a 
direction to indicate briefly the nature of the contribution 
agreed to on behalf of the people in respect of any 
scheme, the contribution proposed to be made by the 
State Government and the local body concerned, the size 
of population involved, particulars of any voluntary 
organisations participating in a scheme, the period 
required for the execution of a scheme, the additional 
recurring expenditure entitled and the arrangements for 
meeting such expenditure. The execution of local works 
is to be entrusted to the village committee to be appoint¬ 
ed by the Mamlatdar concerned, subject to the technical 
supervision of the public works department or the 
District Local Board. Before according administrative 
approval the collector has to satisfy himself that— 

(a) in case of a work sponsored by local body the 

necessary resolution to incur expenditure on 
the work has been passed by that body; 

(b) where the works are being undertaken by the 

villagers themselves a former undertaking on 
stamp paper is obtained from a committee of 
villagers to be appointed by the Mamlatdar 
concerned to the effect that the popular con¬ 
tribution as shown in the Appendix “ A ” 
would be forthcoming and that in case of 
failure they would hold themselves personally 
liable to the payment of the amount equal to 
the value of the work already done subject to 
the limit of popular contribution promised for 
the work. 

Government have sanctioned to give advances in 
respect of each work on the basis of the progress of 
the work. This should not exceed 50 per cent, of the 
value of the work done and the materials purchased and 
should be given on production of a certificate of the 
work done from the Public Work Department, Overseer 
or where the works is being supervised by the District 
Local Board from a section officer of the District Local 
Board. After the completion of the work the comple- 
Local Board from a section being supervised by the 
tion' certificate is to be obtained from the Executive 
Engineer, Public Works Department or the Engineer of 
the District Local Board according as the work is done 
under the technical supervision of the Public Works 
Department or the District Local Board. The final 
payment of Government grant should be made after the 
completion certificate is obtained. Government grant is 
to be supplemented by voluntary contributions and by 
sums provided by local bodies. Works will be com¬ 
menced and it is expected that there will be an appre¬ 
ciable progress in the local development works included 
in the Five Year Plan. 


ANNEXURE 

Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1950-51. 

t-See Rule 221(1).] 


Particulars of Income. 

Amount. 

Particulars of Expenditure. 

Amount. 


i Rs. 


Rs. 

INCOME. 


EXPENDITURE. 


Closing balance of last year .... 


5. Administration— 




Office establishment J. 

4,243 

I. Land Revenue— 


Offioe contingencies (including Stationery 
and Printing). ..... 

10,252 

Stone, sand and quarry receipts 

30,205 

Travelling allowance for establishment 

144 

Local land revenues at 15 per cent of L. R. 
grant.. 

2,05,559 

Travelling allowances for Local Board 
Members. ...... 

3,084 

Total— Land Revenue 

9,35,824 

Total—A dministration 

21,723 


10 a 









76 


ANNEXUP.E— contd. 

Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1950-51— contd. 

[See Rule 221 (i).] 
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ANNEXCBE— wmtd. 

Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1950-51 —concld. 
__ _ [,$es Rule 221(i).] 


Paritcuiars of Inoome. 

--- m 

Amount. 

Particulars of Expenditure. 

Amount. 

INCOME— concld. 

Rs. 

EXPENDITURES— concld. 

Rs. 

15. Suspense Aooount— 


19. Suspense Account— 

1 

Deposits. 

8,048 

Investment in Bank 

10,000 

Advanoes recovered .... 

3,304 

Repayment Popular Contribution 

1,070 

Popular contributions .... 

5,250 

Refund of Govt- grants . . . . 

1,10,002 

Investment in Bank .... 

10,000 

Advances paid . 

7,674 

Local Public Works Grant 

64,740 

Boring charges . 

1,167 

Village approaoh road grant . 

65,014 





Total —Suspense Account 

1,24,913 

Total —Suspense Acoount 

1,56,356 





Total —Disbursements 

3,26,566 

Total— Receipts excluding opening balanoe 

7,43,006 





Closing Balance on 31st March— 


Total —Receipts including opening balanoe 

7,43,006 

Revenue ....... 

3,70,090 



Investments ...... 

10,000 



Deposits. 

8,048 


! 

Advances . .... 

4,370 



Contributions (other than Government for 




sjieciflc objects). 

4,180 



Government grants— 




(a) Roads ...... 

19,752 



Total 

4,16,440 



GRAND TOTAL 

7,43,006 


Annual Account of Income and Expenditure of the District Local Beard, Sabarkantha, for the year 

_ [See Rule 22I(i).] _ 




Particulars of Income. 


INCOME. 

Closing balanoe of last year 

1. Land Revenue— 

Stone, sand and quarry reoeipts 
15 per cent of L. R. grant 


Amount. 


Rs. 


4,16,440 


218 

1,35,710 


Total —Land Revenue . | 1,35,928 


Particulars of Expenditure. 


EXPENDITURE. 

5. Administration— 

Office establishment . 

Office contingencies (including Stationery! 
and Printing). 1 

Travelling allowance for establishment 

Travelling allowance for Local Board! 
Members. 1 


Total- -Administration 


Amount. 


Rs. 


13,255 

5,725 

295 

2,224 

21,499 
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ANNEXURE—contd. 

Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1951-52 contd. 

[iS’ee ltule 221 (i).] 


Particulars of Income. Amount. 


INCOME— contd. 

2. Local Rates— 

Local rates cess on Lands 

Irrigation cess ..... 

Local Fund Cess on Forest rovenue . 

Total —Local Rates 

3. Interest— 

For other purposes . 

Total—I nterest 

7. Medical— 

Hospital and Dispensary receipts 
Contributions from Government 
Other contributions .... 
Other receipts. 

Total—M edical 

11. Miscellaneous— 


Sale of old stores and materials 

176 

Contributions from Government 

11,855 

Other miscellaneous receipts . 

5,144 

Cash recoveries ..... 

118 

Sale proceeds of investments . 

10,000 

Total —Miscellaneous 

27,293 


13. Famine Relief— 

Government grant for scarcity works 


Total —Famine Relief 


14. Civil Works- 


Rent of buildings and lands (other than 
Nazul escheated). 

Fee for taking water from L. B. wells 

Sale proceeds of trees, grass, etc. 

Contributions from Government for Civil 
Works. 

Other contributions . . . 


Total —Civil Works 


Total —Income excluding opening balanoe 



4,700 


1,34,170 


3,46,751 
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ANNEXURE— contd. 

Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1951-52— conoid. 


[See Rule 22l(i).] 


Particulars of Income. 

Amount. 

Particulars of Expenditure. 

t 

Amount. 

INCOME— contd. 

Rs. 

EXPENDITURE— contd. 

Rs. 

16. Suspense Account— 


19. Suspense Account— 


Deposits. 

1,28,600 

Repayment of Popular Contribution 

4,700 

Advances recovered .... 

32,641 

Refund of deposits . 

1,96,396 

Popular contributions .... 

1,700 

Advances paid . 

58,946 

Approach Road grant .... 

67,362 



Local Public Works grant 

43,300 

Total—S uspense Account . 

2,61,949 

Village Water Supply grant 

24. 84.fi 



Other grants ...... 

12,360 

Total—D isbursements 

6,15,154 

Total—S uspense Account 

3,00,589 

Closing Balance on 31st March— 




Revenue 

3,70,469 

Total—R eceipts excluding opening balance . 

6,47,340 

Deposits ....... 

22,667 



Deposits School Buildings 

55,800 

Total—R eceipts including opening balance . 

10,63,780 

Advances ....... 

30.775 



Contributions (other than Government for 

1,180 



specific objects). 



Rs. a. p. 

Government grants— 


Incidence of taxation per head of population 

o 

(o) Roads ...... 

7,609 

Incidences of Income (exohiding balances 
per head of population). 

io § 

(6) Water Supply ..... 

8,314 



Miscellaneous Grant ..... 

3,366 



Total 

4,38,626 

GRAND TOTAL 

10,53,780 

GRAND TOTAL . 

10,53,7X0 


Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1952-53. 

_ [See Rule 221 (i).] 


Particulars of Income. 

Amount. 

Particulars of Expenditure. 


Rs. 


INCOME. 


EXPENDITURE. 

Closing balance of last year. 

4,38,626 

5. Administration— 

Office establishment .... 

Office contingencies (including Stationery 
and Printing). 

Travelling allowance for establishment 

Travelling allowance for Local Board 
members. 

1. Land Revenue— 

Stone, sand and quarry receipts 

15 per cent, of L. R. grant 

1,930 

1,65,072 

Total— Land Revenue 


Total —Administration . 


Amount. 


Rs. 


14,662 

6,271 

1136 

2,301 


23,369 
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ANNEXURE— contd. 

Annual Account of Income and Expenditure of the District Local Board, Sabarkantha, for the year 1952-53 contd 

[See Rule 221(i).] 


Particulars of Income. 

Amount. 

Particulars of Expenditure. 

Amount. 


Rs. 


Rs. 

t 

INCOME— contd. 


EXPENDITURE— contd. 


2. Local Rates— 


9. Education— 


Local rates cess on Land 

1,15,423 

Education, other than primary 

150 

Irrigation cess .... 

2,208 

Total—E ducation 

150 

Local Fund Cess on Forest revenue at 

1,068 



2 per cent. 






10. Medical— 


Total—L ocal Rates 

1,18,699 

Ayurvedic Dispensary charges . 

6,890 



Vaccination contingency charges 

942 

3. Interest— 






Lymph charges ..... 

2,M7„„ 

For other purposos .... 

18 





Anti-rubiotreatment charges 

33 



Epidemic charges ..... 

82 

Total—I nterest 

18 I 





Contributions to Government S. M. P. 

48 

7. Medioal— 


Other contributions .... 

550 

Hospital and Dispensary receipts 

1,437 





Total—M edical 

9,902 

Contributions from Government 

776 



Other contributions .... 

243 





13. Miscellaneous— 


Other receipts ..... 

26 





Donation for charitable purposes (Danta 

1,500 



Netra Yagna). 


Total—M edical 

12,482 

Miscellaneous and unforeseen charges 

210 



Total—M iscellaneous 

1,710 

11. Miscellaneous— 




Sale of old stores and materials 

195 




14. Famine Relief— 


Contributions from Government 

11,445 

Charitable Relief ..... 

3,768 

Grant-in-aid on account of fines 

4,41®® 

Total—F amine Relief 

3,768 

Rent of articles ..... 

24 



Other miscellaneous reoeipts . 

5,773 

17. Civil Works—Public Works—Buildings— 


Sukhadi Hak of Ex Vijaynagar State 

6,005 

(c) Other—Original . . . . 

62,474 



Do.—Repairs . . . . 

534 

Total—M iscellaneous 

27,861 

Communications— 

1,66,030 



{nl Original works .... 

13. Famine Relief— 




Government grant for scaroity works 

3,768 

(61 Repairs . 

41,795 



Water Supply and Water Works— 


To tal—F amine Relief 

3,768 

(a) Original works . . . . 

70,467 

14. Civil Works— 


(6) Repairs . . . . . 

14,482 

Fee for taking water from L. B. well 

14 

Establishment and contingencies appertain- 

39,332 



ing to Public Works. 


Rent of Lorry. 

92 





Tools and Plant ..... 

82,064 

Sale proooeds of trees, grass, etc. 

813 

Staging bungalows and serais (Rest 

1,325 

Contributions from Government for Civil 

1,70,096 

house) establishments and charges. 


Works. 






Miscellaneous . . . . . 

244 

Other contributions . . . . 

2,801 





Contributions to Government . 

258 



Other contributions .... 

1,618 

Total —Civil Works 

1,73,816 





Total—C ivil Works 

4,70,603 



Total—E xpenditure ohargeable to 

5,09,502 

Total—I ncome excluding opening balance . 

4,83,646 

current income. 





Si 


. AfWUJfUELB —-oontd 

* ° f InCOme and Expenditure of the *****Local Board, Sabarkantha, for the year 1951-52-^oncld. 


Particulars of of Income. 


INCOME— concld. 

Suspense Account- 
Deposits . 

Advances recovered 

Popular contributions for specific object 
Cash recoveries . 

Boring receipts .... 

Approaoh Roads grant . 

Local Public Works grant 
Village Water Supply grant 
Other grants. 

Total— Suspense Account 

Total— Receipts excluding opening balance 

TotaLt—R eceipts including opening balanoe 

Inoidenoe of taxation per head of population 

Inoidenoe of Inoome (excluding bal 
per head of population). 


GRAND TOTAL 


Amount. 

Particulars of Expenditure. 

i 

Rs. 

EXPENDITURE— coneld. 


19. Suspense Acoount— 

1,16,426 

Expenditure from Popular Contributions . 

45,205 

Borings ...... 

4,721 

Refund of deposits .... 

2 

Advances paid ..... 

1,684 

* 

41,111 

Total —Suspense Aocount 

74,500 


95,111 


1,237 

Total —Disbursements 

3,79,997 

Closing Balance on 31st March— 


Revenue .... 

8,63,643 

Deposits . . . , . 


Primary School Buildings 

13,02,269 

Advances ....... 


Contributions (other than Government for 


specific objects). 

Rs. a. p. 

Government grants— 

0 11 11 

(a) Roads. 

1 5 5 

Miscellaneous Grant ..... 

13,02,269 

Total 

GRAND TOTAL 


Amount. 


Rs. 

2,901 

4,512 

3,06,927 

47,340 


3,81,880 


8,71,182 


3,41,788 

33,065 

74,101 

—83,910 

3,000 

11,860 

183 


4,31,087 


18,02,269 


A.—GENERAL INFORMATION. 


Year. 


Population. 


Total income from all Total inoome from 
souroes. rates and taxes. 


Per capita incidence 
of total inoome. 


Per eapita inoidenoe 
of inoome from taxes. 


1948- 49 

1949- 50 

1950- 51 

1951- 52 

1952- 53 


R* *. Rs. a. jr. 


. 6,16,136 (according to 1941 
census). 

. 6,84,017 (according to 1961 
oeasus). 

. 6,84,017 (according to 1951 
census). 


5,86,650 0 0 
3.46,751 0 0 
4,83,646 0 0 


2,37,434 0 0 
38,728 0 0 
1,18,699 0 0 


Rs. a. r. 


0 15 3 
0 8 7 
0 11 11 


S*. a. r. 


0 7 1 

o oil 

0 8 9 


B—DETAILS OF INCOME. 


i. Tax Revenue— 

1948-49 

1949-50 

1950-51 

1961-52 

195248 

(iiii) Local Fund Cesses . 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

* * 

* * 

247,434 

88,728 

MM99 


Total 


2,37,434 


38,728 


1,18499 
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ANNEX URE— concld. 
B.—-Details of Income—contd, 



1948-49 


1960-51 

1951-52 

1952-53 

II. Non-tax Revenue :— 



> 



(a) Grants from Government— 






(i) For roads and buildings 

. • 

. . 

95,691 

1,27,107 

l,7(f,096 

(iii) For medical and public health 
purposes. 

•• 

•• 

2,133 

1,440 

776 

(lv) For other pnrpoeee . 

•• 

•• 

2,42,'777 

1,47,783 

1,68,447 

Total 

•• 

•• 

3,40,001 

2,76,330 

3,39,319 

(a) Fees, Fines, eto. 

. , 


.. 



(«) Miscellaneous .... 

•• 

•• 



■ •• 

GRAND TOTAL 

•• 

-• 

5,78,035 

3,15,058 

4,58,018 


C.— DETAILS OF EXPENDITURE. 





1948-49 

1949-50 

1960-61 

1961-62 

1952-63 

(1) Administration .... 

•• 


21,723 

21,499 

23,369 

(ii) “ Services ” (water supply, drain¬ 
age, conservation, lighting, eto.) 

•• 

•• 

•• 

•• 

•> 

(iii) Medical and publio health . 

•• 

• * 

8,833 

14,205 

9,902 

(iv) Roads and buildings 

•• 

• • 

1,28,685 

2,40,251 

2,60,833 

(v) Miscellaneous .... 

•• 

•• 

37,212 

77,244 

2,15,393 

Total 

•• 


1,96,653 

3,53,205 

5,00,502 


MEMORANDUM B. 

Rart I—List op Local taxes. 

No taxes are levied and collected by District Local 
Board, Sabarkantha from item Nos. 1, 2, 4, 5, 6, 7, 8, 9, 
10, 11, 12, 13 and 14. 

Item No. 8.—Ixx:al Fund Cesses (208 also see 154). 

Local Fund Cess is a cess on land. It is assessed as 
a surcharge on land revenue or rent at varying rates 
in each State. In Bombay State it was the practice to 
levy a'dess of one anna on every rupee of land revenue 
for provision of local amenities like dispensaries, schools 
and roads. The levy for the first time placed on the 
statutory basis by the Bombay Local Fund Act, 1869. 
The Act was repealed by the Bombay Local Boards Act, 
1884, which ultimately was superseded by the present 
Bombay Local Boards Act, 1923. Under section 93 of 
that Act the Local Fund Cess was levied at the rate one 
anna on every rupee payable as ordinary land revenue 
but the rate could be enhanced upto two annas in the 
rupee of a resolution passed by the District Local Board. 
The Act was further amended in 1945 to provide for a 
minimum and maximum of annas two and three respec¬ 
tively. In 1948 it was further amended to provide for 
the levy of a compulsory uniform rate of annas three per 
rupee. The Government has also power under section 
95 of the Act to levy Local Fund Cess at a rate exceed¬ 
ing three annas on every rupee of water rate leviable 
under the provisions of the Bombay Irrigation Act, 1879. 
Local Fund Cess levied in Municipal limits is credited 
to District Local Boards and not to Municipalities. 
Local Fund Cess is collected through the Government 
agency along with the land revenue and credited to 
District Local Board funds after deducting the cost of 
collection which is not the same for all provinces but 
varies generally from 2 to 4 per cent. The land revenue 
staff which collects the land cess would be in any case 
have to be maintained for the collection of land revenue 
and the cost of special staff for the adjustment of gc- 


counts between the land revenue department and the 
District Boards must be comparatively insignificant. The 
Local Fund Cess to the extent of 15 pies in the rupee 
is earmarked for feeding the Primary Education Fund. 
" if. suggested that there should be no financial respon- 
sibility on local bodies with regard to primary education 
*urd that District Boards should be entirely relieved of 
this liability. Suspensions and remissions of land 
revenue ho doubt affect the revenue of the Board and 
Government should therefore make statutory provision 
to reimburse local boards for the loss consequent on 
such suspensions and remissions. Recovery of local 
fund cess through Government agency makes, it eco¬ 
nomical to the District Boards who have not tomaintain 
special staff for its collection. Finally it is stressed 
that Government will see that the interest of District 
Boards should not be prejudicially affected by the aboli¬ 
tion of Zammdaries. Further increase in the cess is 
not recommended. It was however necessary to point 
out that improvement of District Board finances was 
essential. There are no remarks to offer with respect to 
items 4, 5, and 6, section (a) which relate to receipts, 
areas, and evasions and avoidance. „ 

Part III. 

General Property Tax. 

Question No. 203.—A. No property tax is levied by 
District Local Board. 

B. No figures to give here. There will be however 
some increase in the receipts of the Board. 

“ Service ’’ Taxes. 

Question No. 207.—There is no levy of service taxes 
in District Local Board area. No figures can therefore 
be given. 

Local Fund ~esses. 

Question No. 208.—There was no remissions and sus¬ 
pensions of land revenue during each of the last five 
years. Abolition of Zamindaries will indeed adversely 
affect the interests of District Boards, 



Octroi and Terminal Taxes. 

Question No. 209.—No Octroi and Terminal Tax is 
levied by the District Local Board, Sabarkantha. Cir¬ 
cumstances regarding -consumption, use and sale (for 
which Octroi is levied) vary with each local body and 
even in case of neighbouring areas. Geographical posi¬ 
tion of District Board area also is such that the imposi¬ 
tion of a schedule of .Octroi is neither workable nor 
advisable. 

(a) Taxes on vehicles, animals and boats. 

Question No. 219.—No such tax is levied by the 
District Local Board, Sabarkantha. 

(b) Tolls. 

Question No. 219.—District Local Board, Sabarkantha 
is not allowed to levy Tolls and Government have also 
not compensated the Board for the loss of revenue. The 
payment of grant to compensate Local Boards for the 
abolition of tolls under section 9(1) of the Motor Vehicles 
Act is restricted to Local Boards which levied tolls 1 
when the Bombay Vehicles Tax Act was passed. Local 
Boards of merger States get nothing from the income of 
the motor vehicles tax and are also not allowed to levy 
tolls in their area. The number of motor vehicles has 
inpyeased very considerably and the cost, of road con¬ 
struction and maintenance has also gone up at present. 
In the light of the altered circumstances and extraordi¬ 
nary damage done by heavy trucks of industrial concerns 
plying on particular road maintained by the Board it is 
expedient that the question of payment of compensation 
for loss of income derived from motor vehicles should be 
reconsidered very early and arrangement be made in 
the Bombay Local Boards Act by inserting a provision 
for the payment of a substantial grant from the surplus 
proceeds Of the Motor Vehicles Tax to all Local Boards 
of merged areas. 

Profession Tax. 

Question No. 220.—There is no provision in the 
Bombay Local Boards Act, 1923" for the levy of a Pro¬ 
fession Tax by the District Local Board. In certain 
talukas of Sabarkantha District condition of the people 
is very poor and as such profession tax cannot be levied 
in Sabarkantha District. 

. Theatre Tax. 

Question No. 221.—The District Local Board is not 
allowed to levy theatre tax. 

MEMORANDUM C. 

Other issues pertaining to, or having a bearing on. Local 
Taxation raised in the Questionnaire in the earlier 
portion of Part VI or in some of the other parts of 
the Questionnaire and replies to questions not dealt 
t , with in Memorandum B. 

Questions Nos. 8 and 9.—No remarks to offer as the 
District Board has not levied services taxes in rural 
area. 

Questions Nos. 1, 10 and 11.—There are no under¬ 
takings, commercial, industrial, etc., which the District 
Local Board, Sabarkantha manages. Question of con¬ 
tributions from such undertakings therefore does not 
arise. 

Questions Nos. 15 to 17.—No views axe to be express¬ 
ed except that with a widening of functions of District 
Local Board there was a restriction of financial powers 
so far the question of abolition of tolls and payment of 
grants to compensate the Boards for abolition of tolls 
was concerned. Local Boards in merged areas were 
compelled to maintain roads in a trafficable condition in 
the District though it was apparent that the financial 
resources at the disposal of the Board were inadequate. 
Owing to inadequacy of financial resources of the Board 
very little attention could be given for the construction, 
maintenance and repairs of roads in rural areas. The 
number of motor vehicles has increased very consider¬ 
ably and the cost of road construction and maintenance 
has also gone up at present. On the question of non¬ 
payment of any grant for loss of income derived from 
motor vehicles to Local Boards in the merged areas they 
feel very strongly. If no grant could be paid by Govern¬ 
ment it is suggested that Local Boards in the merged 
areas should be allowed to re-impose Tolls. This is an 
important matter and some statutory arrangement should 
therefore be made in the Bombay Local Boards Act for 
the payment of a substantial'grant from the surplus pro¬ 
ceeds of the Motor Vehicles Tax. 

Questions Nos. 189 to 194.—There are no such in¬ 
stances where a Local Board has been refused executive 
sanction by the State Government in regard .to the 
proposed levy of a particular tax even where sucfc a 


tax is permitted under the statute governing the looal 
body. 

There is also no such instance where the State Gov$ri> 
ment refused additional grants-in-aid or permission, to 
float a loan on the ground that the Local Board has not 
fully utilised the resources open to it. : 

Government have sanctioned a programme cosing 
3 lakhs for local development works in Saharkantfrg 
District and it is made up of the following grants!., r u 

Rs. 1* Lakh . • . Central grant. • 1 i,!!. 

Rs. 5 Lakh . . Bombay Government’s 

grant. ' r ,■ 

Rs. 1.5 Lakhs . Popular contribution 

share of expenditure 
borne by local bodies. 


Total Rs. 3 Lakhs. 

- • ■ — , , fulfil 

The Bombay .Government has thus eJwe&'.ifbsi 
financial assistance which State. Qovernment. itself 
received from the Central Government r -' r. on: 

Question No. 195.—No property tax is levied by the 
District Local Board in Sabarkantha District and hence 
no occasion has arisen for making any arrangement for 
co-ordination fiscal, administrative or other. No re¬ 
marks could therefore be offered for its effects on 
receipts, collections and cost of collection or the lack of 
such co-ordination. 

Question No. 198.—There is the innate tendency of 
the people to evade the moral obligation to take fair 
share in public expenditure and to bear their proper 
burden of taxation. Moreover there Is general unwill¬ 
ingness among the elected members of local bodies to 
shoulder responsibility for levying necessary taxes and 
to face the consequent unpopularity. 

Detailed replies to questions numbered 185 to 199 and 
224 to 228 in Part VI of the Questionnaire are contained 
in the accompaniment to my letter No. 570, dated 8th 
October 1953 and repetition of the same here again is 
dropped. 

MEMORANDUM D. 

Imposition of taxes by Local Board was subject to 
general rules or special orders issued by Government. 
Control of Government over the powers of taxation by 
the Local Board was thus unrestricted. This position 
requires to be changed and it is therefore suggested that 
local boards should have independent powers of taxation. 
Where a Local Board is unwilling to tax itself State 
Government should have the power to impose or raise 
a tax. Local Boards which do not utilise thOw existing 
powers of taxation Should have no claim on the financial 
resources of the State. It is necessary to give elastic 
sources of revenue to Local Boards in view of the fact 
that their expenditure is constantly increasing and the 
revenues at their disposal at present are comparatively 
static. 

In addition it is suggested that State Government 
should assist Local Boards with adequate grants where 
they are unable to achieve the minimum national 
standard of efficiency from their own resources. In 
investing Local Boards with wider responsibilities the 
State Government should place at their disposal adequate 
funds to discharge them. Care should however be taken 
to ensure that grants do not have the effect of encourag¬ 
ing in Local Boards unwillingness to develop their own 
resources. Assignment of revenue is preferrable to 
grants-in-aid. The latter should be used only as a last 
resort as complementary to remedy inequalities. State 
Government should share with local boards the receipts 
from the motor vehicles tax. Payment of grants to Local 
Boards should be systematised and brought on some 
definite understandable principles. State Budgets should 
Include particulars regarding all kinds of Government 
assistance to Local Boards. In the case of Primary 
Education grant the liability of District Local Boards is 
now limited to a contribution of 15 pies out of the Cess 
of 3 annas in a rupee of Land Revenue, fiscal &>ards 
should be entirely relieved of all financial liabilities.an 
the matter of Primary Education. 

It cannot be denied that the present financial re¬ 
sources of District Boards in th® Stat~ - ™ aarrra 

for maintenance of the services with 
entrusted at a standard of ; efficiency 
people. The needs of tfie pepple of the 
form the bulk of th*,population of the 
received the attention they deserve in 


i which they arc 
expected by tra; 
rural greas-which 
province have.not 
matters of educg,- 
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tion, Sanitation, medical relief and communication 
although the provincial Government have been making 
fairly, substantial grants-in-aid to District Boards for 
each of these services. The inference clearly is that 
much more money than has been available to District 
Boards is necessary for expansion of this services which 
are of vital national importance. The present abnormal 
rise in the prices of building and other materials and 
in the wages of labourers, coupled with the demand for 
better pay and allowances by all classes of employees 
has added to the financial burden of local boards with 
the result that there has been now no scope for an 
appreciable expansion in their activities. On the other 
hand there has been deterioration in the maintenance of 
communications because the District Boards cannot afford 
to meet the tremendous increase in the cost of main¬ 
tenance of roads. The grants-in-aid available from the 
provincial revenues have not been sufficient to meet the 
requirements of the Boards. Some measures are there¬ 
fore necessary to rehabilitate the -finances of the Board 
if any appreciable improvement is to be effected in the 
condition of their services. The root cause of the 
financial difficulties of Local Boards is that the Govern¬ 
ment places restrictions directly or indirectly on the 
levy of taxes by local bodies and also encroaches upon 
the resources of local bodies by levying new taxes under 
different names. New suggestions for improvement in 
the financial position of local boards are as follows :— 

(1) Government should advise local boards to levy 

tax on such professions as may he fit to be 
levied in each area in as much as professional 
classes should be made to pay their share of 
the expenses of local administration. 

(2) Government should give local boards a share in 

stamp duties and registration fee on transfer 
of immoveable properties by adding a percent¬ 
age on the stamp duty for the benefit of local 
board within whose area the properties trans¬ 
ferred are situated for registration or by 
allowing local board to levy fees on transfer¬ 
red documents presented to them for registra¬ 
tion in the records of local boards this being 
made compulsory and the rate of such fees 
being from J per cent, to 1 per cent, on value 
of property transferred or alternately Govern¬ 
ment should assign to local boards concerned 
25 per cent, of stamp duty on transfers of 
property. 

(3) Government should reduce non-agricultural 

assessment on building plots within Municipal 
limits or hand over to municipalities the whole 
or a substantial portion to the extent of 75 
per cent, of the agricultural assessment re¬ 
covered by them and that local boards should 
get 10 per cent, more on what they are at 
present getting on that assessment. 

(4) In case of Municipalities and District Local 

Boards a flat rate should be allowed to be 
levied on all marriages and feasts except in 
the case of those bodies which can advise a 
system or a suitable machinery for assessing 
expenditure on marriages and financial status 
of the parties Concerned and that a flat rate of 
Rs. 50 or so on every adoption should be 
levied. Local bodies should maintain a 
register of marriages and adoptions as they 
do in the case of births and deaths. 

(5) Government should pay to each Local Board 

50 per cent, of the revenue derived by them 
from the net proceeds of the duty on the con¬ 
sumption of electric energy as the demand of 
local bodies to such income has always been 
held to be sound. 

(6) Government should distribute the receipt from 

petrol tax on an equitable basis between the 
Government and local bodies. 


(7) Government should undertake legislation for the 

imposition of a tax oh agricultural income and 
assign a portion of that income to local bodies. 

(8) Lands in village sites which are being held free 

of land revenue and therefore of local fund 
cess should continue to be so held but Govern- 
ment should see that alienated lands used for 
building purposes with pay only one-eighth of 
the non-agricultural assessment should be 
made to pay the full amount of the non-agri¬ 
cultural assessment, and the Bombay Local 
Boards Act should be amended accordingly. 

(9) Government should explore the possibilities of 

obtaining grSater benefit for local boards than 
a mere levy of local fund cess and if neces¬ 
sary examine the legal rights of Inamdars in 
the matter or carry on negotiations with them 
with a view to induce them to part with a 
share of their income quarry fees which should 
be subjected to local fund cess by amending 
the Bombay Local Boards Act. 1923. 

(10) Local bodies should be allowed to have exclu¬ 

sive control over the administration of Weights 
and Measures Act and the surplus incooM 
should be credited to its funds. ”■ 

(11) As regards the fines and fees imposed and 
collected under Local Self Government Acts 
there is no reason why the local bodies should 
be deprived of this income when they have 
been receiving it so far. In our opinion the 
proceeds of the fines and fee’s realised under 
the Several Acts should be paid to local bodies. 
Amounts realised as fines and fees should be 
charged on provincial revenue by passing 
necessary legislation instead of their fairing 
the form of grants-in-aid and being subjected * 
every year to the vote of the Assembly. 
Pending such legislation amounts realised may 
be paid to local bodies as grants^ not subject 
to withdrawal or reduction. In the case of 
fines Government should fix a percentage 
deduction to defray the cost of collection of 
such fines incurred by Government in the. 1 
trial of cases. In the case of fees expenses 
are not likely to be appreciable. Govern¬ 
ment should not therefore make any deduc¬ 
tion when crediting them to local bodies. 

(12) Local Boards admittedly render useful service in 

the shape of roads, bridges, culverts to carry 
the forest products in the shape of medical 
relief to those engaged on forest work and in 
many other ways. In order to augment the 
resources of the local boards the levy of cess 
of one and half anna in the rupee is suggested 
on all forest produce including forest lands 
leased for cultivation. 

(13) As regards the cattle pounds the management of 

pounds is at present retransferred to Govern¬ 
ment. They should therefore after defraying 
the cost of such management pay over to the 1 '• 
local bodies the net proceeds from the fines 
and fees recovered in this behalf. 

(14) As pointed out elsewhere local authorities should 

be relieved of all financial liabilities in the 
matter of primary education. 

(15) Local bodies should be relieved of responsibility 

to spend on the following services and the 
entire expenditure on them should be provid¬ 
ed by the State Governments:— 

(1) Public Vaccination. 

(2) Prevention and suppression of infectious and. 

dangerous diseases. 

(3) Establishing and maintaining public hospitals 

and dispensaries and carrying out other 
measures necessary for public medical relief. 


Replies of the Borough Municipality, Ahmednagar, to the Questionnaire of the 

Taxation Enquiry Commission. 


Part VI. —Local Taxation 

185.—The system of local taxation prevailing 
in different States in India brings in inadequate 
revenue. The revenues are not sufficient to enable the 
Municipalities to discharge its obligation to provide 
modern amenities. These sources of revenue are much 
more static and are becoming out of x date. New era of 
scientific awakening in the public, requires more provi¬ 
sion fen- water supply, more sanitary improved methods 
on making town healthy, stricter and costlier remedies 
to checking the outbreak of epidemic underground 
drainage system, more amenities to poorer classes of 


people in providing medical relief, asphalt roads or 
cemented roads, and electric light in lane and bylane and 
mercury vapour lanterns at squares, crowded roads and 
streets. These ever increasing demands of the public 
cannot be met from meagre revenue accruing to Muni¬ 
cipalities under the existing local taxation. The real 
need, therefore, is to enlarge 'the scope of taxation, with 
reference to new items which are not so far the sub¬ 
ject of local taxation. It is also a fact that the Centra] 
and State Government have between them exhausted 'ill 
substantial sources of elastic and expanding income, 
leaving untapped extremely narrow margin of taxable 
capacity. The need for improvement of local finance 



is therefore not limited or cbnfined to matters of rela¬ 
tive detail, but to the very route of- distribution oi 
financial resources between Central Government, State 
Government and the Local Bodies. 

The principle of ‘ability to pay’ shall he accepted 
in levying property taxes. The adoption of this prin¬ 
ciple in local taxation will also result in minimising the 
equitable distribution of wealth and the poor will get 
benefit to enjoy the services for bare necessities of 
human life such as water service and scavency service. 
The liberal exemption to poorer classes will not affect 
heavily the municipal exchequer. The arrears of re¬ 
covery are against Harijan and other poor middle classes 
who merely own huts and small houses and the existing 
exemption of Rs. 10 on annual inceme of annual letting 
valbe does not give them any relief. The War condi¬ 
tions changed the economic status in its relative increase 
in yielding rent capacity which income was absorbed 
by heavy increase in the values of necessaries of life 
leaving no margin of income for poor people to pay the 
Municipal taxes. The expenditure for recovery of taxes 
from these people is increasing because coercive 
measures are required to be adopted and these measures 
of executing distress warrants against poor people do 
not bring in appreciable revenue because there are 
hardly any property worth the name except earthen pots 
and unattachable utensils described by the Civil Proce¬ 
dure Code This state of economic affair of the poor 
and middle class is really embarrassing and moves one 
to pity and sympathy and is beyond the scope of mere 
words to depict the miserable financial plight of this 
class. Sooner the exemption limit of taxation is in¬ 
creased from Rs. 10 per annum to Rs. 10 rent per 
mofith the better it will be able to give some relief to 
the hardpressed poor people, the real victim of the in¬ 
flation. To counter balance the loss of municipal 
exechequer, it is necessary to have higher taxation for 
those who can afford to pay. The progressive taxation 
is thus the necessity and property taxes thus require 
to be levied progressively having regard to economic 
characteristic of each town. 

The Bombay Municipal Borough Act defines annual 
letting value as annual rent for which any building or 
land exclusive of furniture or machinery contained or 
situated therein or thereon, might reasonably be ex¬ 
pected to let from year to year. In practice, machinery 
m factories and cinema machinery are excluded from 
assessment. Machinery is rateable in England. In 
Corporation of Calcutta us. Chairman, Cassipore and 
Chitapore Municipality (1922) I.L.R. 49, Calcutta Privy 
Council, it is stated that machinery implies The applica¬ 
tion of mechanical means to' the attainment of some 
particular end by the help of natural forces. It is a 
pointer that in England, even during expansion of in¬ 
dustrialisation the machinery was not exempt from 
taxation. The fear that taxation of machinery will 
hinder industrialisation is unfounded. The High Court 
of Bombay has held that Electric Lift is not machinery. 
Electric fittings are not machinery and hence its value 
can be taken into account while fixing rateable value 
Thus law of convention'and the judicial rulings have in¬ 
creased the scope for taxing machinery even to day. 
It is now high time that law should be amended barely 
to assess machinery and furniture which are on the 
premises contained or situate therein or thereupon as 
such. 

Article 285 exempts from local taxation properties 
and vehicles of the Central Government situated or 
plying within the jurisdiction of local authorities. This 
exemption will hit hard Municipal exchequer. In order 
to increase Municipal finance, it is necessary that Central 
Government and Provincial Government should con¬ 
tribute whole heartedly to the Municipal taxation and 
np exemption or partial exemption from local taxation 
of properties and vehicles be insisted upon. 

The liability of Railways for General and Service 
taxes, is required to be recognised. It is unjust and 
inequitable that few Municipalities only should derive 
the benefit of taxing Railways. The principle of taxa¬ 
tion, valuation and apportionment require to be enun¬ 
ciated by Special Act. 

Para. 186.—The recommendations of the Local Finance 
Enquiry Committee that “Terminal Taxes on goods or 
passengers carried by railway, sea or air should be 
transferred from Union List to the State List,” should 
be accepted and acted upon immediately. It is found 
that delay in acting upon this recommendation is likely 
to involve the local body to civil litigation regarding the 
competency to continue the levy of Terminal Taxes 
as the same is now in Union List. The Municipal bodies 
ana-‘Competent to levy octroi on goods or passengers 


carried by sea, railway, air, road or inland waterways 
There is no substantial ground to consider that these 
taxes constitute a burden on trade. The position ol 
Ahmednagar City with reference to trade is unique. The 
City Municipality is required to provide amenities by 
establishing markets for grain and cotton tirade. The 
Municipality is required to incur expenditure for disin¬ 
fecting godowns. Other allied trades which are ancil¬ 
lary to grain market also require adequate provision for 
water and scavenger service. Thus the back-bone of 
this Municipal revenue is terminal tax and octroi tax. 
With the abolition of terminal tax, this Municipal 
finance will be crippled. Inspite of these forms of taxa¬ 
tion, the trade has increased. This town is mainly a 
collecting place of country produce for export and is a 
distributing centre for imported articles, but through 
trade in the true" sense of term goes by railway and is 
. absolutely unaffected by octroi or terminal tax at places 
between its starting point and its destination. Between 
octroi and terminal tax the latter is beneficial as it is 
free from provision of refund. The system of ‘octroi’ 
is pregnant with evil practices and hence terminal tax 
should be given preference. The present attitude of the 
State Government to abolish terminal tax will land 
Municipalities with business centres, into financial 
bankruptcy from which it will be beyond the control 
and financial capacity of the Municipalities to effective¬ 
ly survive. There is no objection for inclusion in the 
State List of any taxes which are particularly suitable 
as item of local taxation provided the State Govern¬ 
ment is prepared to allow such taxes for the benefit of 
local bodies and does not make it a point to exploit these 
items of taxes for benefit of state exechequer only. The 
prosperity of Central Government depends upon the 
prosperity of State Government which in turn depends 
upon the prosperity of local bodies which constitute an 
integral part of State Government. 

Para. 187.—A * Tax ’ is compulsory charge imposed by 
a public authority irrespective of the exact amount 
of services rendered to the tax payer in re- 
‘Um- A public use or purpose is of the essence 
of tax. Local tax will therefore depend upon the 
local condition prevailing. The suitability of 
such tax depends upon the merits of individual case. A 
pilgrim tax suitable for holy place, cannot yield any 
Income to places where there are no fairs. The suit- 
abihty of this tax is due to expenditure that local tody 
is called upon to incur to enforce adequate measures for 
maintaining sanitation of the town. The lighting tax 
where there are no electric lights cannot be 
termed suitable in reference to that city or town A 
toil tax in local bodies which are trade centres will 

while to local bodies for towns 
renowned as Hill Station and summer resort, no appre¬ 
ciable income can be derived. Similarly tax on com¬ 
panies may' bring in good income at places like Bom¬ 
bay, Madras, Calcutta as the formation of the com- 
panies at the above centres of trades are but natural. 
The foreign trade flows through these ports and the com¬ 
panies: grow in number. However, such tax will not 
be suitable to other inland towns. Again tax in the 
Drnr»rtv f a ,f ur . cl J? rge on Stamp duty on transfers of 
crelff^er.r/ij leld £ ood lncome where law permits to 
small S »/°T gage ’ P 1S wiU be ^suitable in 
Tho a * n ? v i Ua ges where transactions are few. 

L he -* Undamental P rinci Ple m levying a local tax, should 
be its return over a'nd above its expenditure for collec¬ 
ts 'benefit the the number of subject for its taxa- 
tion, benefit the citizen derive due to trade centre and 

are^akfoe^nter^t 1 ^ 11 ° f 3 . part i cular Place. The public 
hwiwr interest in municipal administration and the 

it to •+ ] °, cal b ° dy is required to face, compels 

discharge its due return to the tax-payer who is in 
close contact with municipal life. 

Paras. 188 & 189.—In reply to para. 185, I have to 
state that distribution of financial resources between 
Central Government, State Government and Local 
Bodies, require liberal concessions. The questions in 
para. 188 and 189 do not survive. 

Para. 199.—The taxes which local authorities are 
allowed to levy are not unsuitable. The legitimate field 
of local taxation is tapped by State Government and 
hence again taxation by local authority for the same 
item is unjustiflcable. 

Para. 191.—There is no failure to make devolution 
sufficiently prompt and flexible. The procedure is not 
dilatory in actual practice. It is a healthy check on 
levying of taxes and the prior Government aDproved for 
its levy minimises the chances of illegal levy. The 
uniform policy of Government also tends to enforce a 
minimum and uniform standard of taxation throughout 
the State. Prior sanction of Government also brings to 



the notice of the local body any defects in the proposed 
levy. The standard model rules are framed under the 
Act and the scope for glaring difference in taxes of 
adjoining local bodies or local bodies of equal 
population and equal financial status, is diminish¬ 
ed. The existing procedure to levy taxes is 
satisfactory and it protects local body from danger of 
unnecessary litigation and helps to give prompt advice 
and security to the levy of taxation. 

Para. 193.— (a) The individual taxes leviable under 
the Bombay Municipal Boroughs Act, 1925, within the 
jurisdiction of this Municipality, are enunciated below: — 

(1) House Tax, 

(2) General Sanitary Cess, 

(3) General Water Rate. 

(4) Drainage Tax, 

(5) Special Water Rate, 

(6) Special Sanitary Cess. 

(7) Vehicle Tax, 

(8) Toll Tax, 

(9) Cycle Tax. 

(10) Terminal Tax. 

(11) Octroi. 

In addition to these taxes licence fees are pres¬ 
cribed for different trades. 

The devolution of power to tax does take into account 
the extent to which power specified from (I) to (V) of 
part (a) of the question can be transferred. The State 
Government in respect of these taxes plays its part in 
the capacity as advisers in the first instance. A tone of 
friendly advice then develops into a tone of persuasive¬ 
ness, and comparative picture of taxation structure in 
different Municipalities of equal status is brought to the 
notice of the Municipality. Sufficient account of tho 
extent is taken into account and the position of each 
Municipality is studied in different times. The view 
of the elected element is given a hearing. The State 
Government then uses a stricter tone and threatens to 
with-hold grants if adequate income is not increased 
equivalent to the amount of grant claimable from State 
Government. 

Para. '193.—(b) There is no provision in the Bombay 
Municipal Boroughs Act 1925, the condition of making 
the levy of the tax compulsory at stipulated maximum 
or minimum rate. The Act lays down a provision to 
transfer the power of assessing properties to persons 
appointed by Government and also make provision of 
hearing appeal by an independent agency. I am of 
opinion that these measures should not' be resorted to 
frequently because it leads to create distrust of the 
elected element. This will not encourage the local in¬ 
tellectual element to participate in the affairs of local 
bodies which is considered as a training ground for 
persons who are to play vital role in the capacity as 
State Legislatures, Central Legislatures and Ministers. 
The constitution postulates that local bodies should 
develop into self governing units of administration and 
hence conditions of relative independence and particular 
standard of collection prescribed by Government Reso¬ 
lution are not keeping with the spirit of democracy. 
There is no reason to entertain such distrust of elected 
element. The condition of particular standard of assess¬ 
ment and collection is bound to differ with reference to 
Municipalities and th6 economic condition of each local 
body. This condition will also have to be fixed taking 
into consideration the facts and the number of pro¬ 
perties owned by the rich, the middle class and the 
poor. Within the limits of Corporations and bigger 
Municipalities like Sholapur and Surat the standard of 
collection is bound to be high. This state of affairs also 
depends to certain degree upon the economic uplevel 
due to famine and water scarcity. The fluctuation in 
trade and business and general increase in the index 
of living standard also reflect upon the percentage of 
collection. Every local body has got sufficient watch 
and control and the principal executive officers of local 
bodies do exert their utmost on prompt and adequate 
recovery of taxes and on elimination of arrears as far 
as possible, but arrears are bound to swell after general 
revision as the amount of tax is generally involved in 
court cases. 

Para. 193.—(c) Section 73(a) of the Bombay Munici¬ 
pal Boroughs Act XV-III of 1925 provides exemption from 
taxes on Government properties used solely for public 
purposes and not used or intended to be used for pur¬ 
poses of profit. Similarly no toll is leviable in respect 


of any animal or vehicle us6d for the passage of troops 
and the conveyance of State Government, etc., and Sec¬ 
tion 74(1) prescribes that State Government shall make 
payment to the Municipality in lieu of rate on build¬ 
ings, the sum equivalent to 8/10 of the amount which 
would be payable by the ordinary owner of buildings in 
the said borough. Thus the Municipality is deprived of 
its 2/10 legal revenue. Besides the period of general 
revision for all properties in the Municipality is fixed 
under Section 84 of the Act which lays down that every 
part of the assessment list shall be completely revised 
not less than once in every four years. The Govern¬ 
ment properties are assessed under Section 74(2) by a 
person appointed by State Government and the decision 
of the person holds good for five years. This provision 
in the Act is anomalous. It amounts in practice for an 
appointment of valuer by the owner of the property. In 
equity there is no valid reason why Municipal power of 
taxation should be withdrawn-in relation to Slate pro¬ 
perty. Besides, the degree of power transferred is 
higher because the power to assess once in four years 
is reduced to power of assessment once in live years. . .. 

The Indian Railways should be made the subject of 
local taxation. It is beyond a reasonable doubt’&thutm 
Railway employees get advantage of drains, public 
latrines, urinals, etc., agency for scavenging for local¬ 
ities is made. There is a provision for registration of 
births and deaths ; plans for vaccinations are provided ; 
measures are taken for preventing and checking the 
spread of dangerous diseases. There are maternity 

homes and dispensaries and the fire brigade service is 
kept ready. Thus there is no reason to exempt Rail¬ 
ways from local taxation. 

Paras. 194 & 195.—There is overlapping and con-’ 
current powers in relation to following taxes: — 

(i) Theatre and entertainment tax, 

(ii) Vehicle tax, i.e., Motor tax, 

(iii) Terminal tax and sale tax, in so far as the 

terminal tax is a tax on importation of goods 
within municipal limits while sale tax is a 
tax on the sale of goods within municipal 
limits. 

) Octroi tax and sale tax.—Octroi tax is a tax 
on entry of goods into local areas for con¬ 
sumption, use or sale. There on as per item 
No. 52 of State List the State Government 
also levies sale tax. Thus there is concurrent 
of overlapping power of taxation. 

These taxes should be entirely the subject of the 
field of local taxation and the State Government may 
please transfer these taxes to local bodies. This will 
result in saving unnecessary expenditure in duplication 
of staff. The system of concurrent taxation exposes 
the subject for undue taxation which each authority 
will compare in relation to its needs. It also gives 
occasions to compare the superiority or inferiority 
between local and state authority. In fact the local 
authority is part and parcel of state authority and it is 
rendering useful service to State Government in dis¬ 
charging its moral obligations. 

Para, 196. The question has been replied in various 
explanations mentioned above and it seems, at present 
there is no important types of defects in the system of 
taxation. 

...??7.—The financial resources at the disposal of 
this Municipality, are as follows: — 

(I) Tax Revenue consisting of the following taxes: — 

(1) Taxes on property 1 

(2) Octroi and terminal tax /Totalincome, 1,125,600 

(3) Fees and Licences J 

and amounts to 71 per cent, of total revenue. 

(II) Non-tax Revenue consisting of following items 
is levied: — 


(1) Rents of lands and houses') 

(2) Sale proceed of land, 1 

(3) Revenue of market, and f 

(4) Interest on investment J 

amounts to 7 per cent, of total Municipal revenue. 


M. 5,350 


(III) Grants-in-aid received are in aggregate amounts 
to Rs. 346,305, i.e., 22 per cent, to the total revenue. 

There is a determined policy of State Government 
to reduce to give grant to local body for one or the 
othes reason. It is desirable that State Government 
should give specific grant to local body for planned 



standardised development to all local bodies for ful- 
fllment of the statutory obligations of the local body. 

? ara : It is difficult to give reply generalising 

au local bodies. The economical inflation due to war 
conditions have forced almost all local bodies to raise 
the standard of taxation to meet the increasing expen- 
diture due to pay of the establishment and higher cost 
of material and labour for public works, This increase 
m Resources is required to be regulated in reference to 
economic condition of the town and broad principle of 
a » Those Municipalities whose majority 

of the property is owned by poor and middle class, 
cannot equitably and justly incur the burden in raising 
property taxes but. they can well resort to increase in 
the rates of indirect taxation. It is thus evident that 
there can be no comparison between two Municipalities 
and special circumstances such as famine and water 
.Scarcity also play an important part while considering 
this problem. This Municipality is the victim of water 
famine for continuous two years as there is no replenish¬ 
ment o£ water in the Pimpalgaon Tank due to utter 
failure of monsoon in that area. These mitigating cir¬ 
cumstances require sympathetic consideration at the 
hands of the State Government and Central Govern¬ 
ment and special help by way of grant to overcome the 
vagaries of nature is equitable and justifiable. In these 
hays citizens are required to spend more for obtaining 
hence remission of taxes at least to poor and 
5 aSS ’-j *1 well deserved. It is, therefore, clear 
mat hard and fast rule in this case is not possible and 

' r e Tch C Tas°e f grant wi!I have to be judged on the merit 

Para. 199.—To equip the local bodies with additional 
resources beyond their power of taxation, it is neces¬ 
sary to yield all the sources of revenue simultaneously 
viz., (1) transfer of additional power of taxation’ 
(2) assignment of a proportion of a tax or taxes to be 
levied and collected by State Government within the 
area of local bodies, and (3) when the above two do not 
cover specific services such as education, medical relief 
, aad slum clearances and in respect of which separate 
taxes for these purposes cannot be levied, grants-in-aid 
should be given by Government. The following taxes 
should be brought within the orbit of additional power 
of taxation: — 

(i) Stamp duty on transfer of property. 

(ii) Entertainment tax. 

(il) Motor vehicle tax. 

(iv) Land revenue. 

(v) Tax on Electricity. 

(vi) Sales tax. 

(vii) Tax on advertisements other than those 

advertisements published in papers. 

(viii) Petrol tax. 

(ix) Succession duty. 

The assignment from the following taxes may be 
made in relation to tax collected by State Government 
within the area of local bodies concerned: — 

(i) Land revenue 15 per cent. 

(ii) Local Fund cess on Land Revenue 100 per cent. 

'Para. 200—The public Is accustomed to multiplicity of 
taxation so far as non-agricultural cess, property tax 
and income tax are-concerned. , Within limits of Muni¬ 
cipal jurisdiction lands are generally used for building 
purposes and hence there is no point in levying non- 
agricultural cess. The Government, therefore, should 
not levy non-agricuitural assessment on lands Which are 
with in Municipal limits. Property tax and immoveable 
property tax should be entirely reserved for Municipal 
taxation. Income tax may be allowed to be levied as 
at present in respect of income derived from lands and 
buildings withm Municipal area. The basis for levy- 
tag taxes should be the annual rental value and not 
capital value, because annual rental value approximates 
niUch more nearly to the value of occupancy to the 
beneficial occupier. Annual rental value is an elastic 
basis;while capital value is static. Annual letting value 
wm increase as the market increases and it rules steady 
even during the trade slum because there is 
tendency of congregation of the villagers to the city 

si e nnn The of thls town rose to 80,800 from 

54,000 souls, but there was no building activity in pro¬ 
gress to meet the increased demand of houses. Capital 

in values bOUnd t0 b * reduced becaus « o£ the depression 


Para. 201.—Annual rental value is the most suitable 
basis of taxation for property taxes. This base is the 
result of various decisions of English and Indian Case 
Law and the principle has been well founded and well 
enunciated in various case laws. However, I suggest 
that where the premises are not the subject of letting, 
the capital value basis should be taken into account. 
Large commercial buildings such as ware houses or 
factories, occupied by a public authority in public and 
qua si-public bodies such as universities, public libraries, 
museums, public schools, hospitals, fire stations, reser¬ 
voirs, pumping stations and charitable institutions should 
be assessed on the capital value basis. The definitions of 
“ Annual Letting Value ” in the Section 3(1) is taken 
from English law. The principle of “ hypothetical 
fonant and hypothetical rent" were introduced by the 
Ehglish Court to arrive at uniformity and equality of 
value of different types of hereditaments, which pre¬ 
sented obstacles in arriving at a rateable value. In 
Popular Assessment Committee vs. Roberts (1922) 2 
A. C. 93 it is 3tated that actual rent paid is no criterian 
unless indeed it happens to be the rent that fee 
imaginary tenant might be expected to pay. Cartwright 
os. Senlcoalis (1899) I.G.B. 867 lays down all that 
could reasonably affect the mind of the intending tenant 
ought to be considered. The law of rating in connec¬ 
tion of the principle “ Annual Letting Value ” as is 
administered in India is required to be analysed in the 
b £ bt judicial decisions. In Dorabshaw Bomanji 
Dubash os Lipton Ltd. (1922) 24 B.L.R. 279, solved the 
question of sub-letting, by stating that where a total 
amount of rent which the property fetches is in excess 
of rent which superior lessor receives as rent the 
enhanced taxes leviable on such excess are payable by 
the lessee. The problem of fixture whether rateable or 
not, is decided in Secretary of State for India vs. Tara- 
chandra Sadhukhan (1927) I.L.R. 54 Cal. The Privy 
Council held that an oil mill plant which had been on 
the premises for a long period and consisted of bolter 
standing on masonary and built round and on an engine 
, er parts all bolted to foundations of niasonary or 
wood Iand r for which compensation was payable even 
iospection OUld be moved for the purpose of repairs or 

Ah these rulings of the highest judiciary denote that 
the fixture or machinery is made taxable. 

™ anomaly which was created by the decision in 
Th* & C « a Corporation of the City of Rangoon vs. 
The Surti Bara Bazar Company Ltd. (1923) I.L R 668 
fl T w 6 raleable value is to be based on the standard rant 
fixed by the Controller" is now overruled. The Bom- 

S S,b£° C “ e M ° h,mCd “• 

For the purpose of appreciation of the basis of valua¬ 
tion, viz., annual letting value or capital value, it is 
necessary to note that these basis are not distinct. The 
principle of capital value basis is deducible even from 
the basis of annual letting value. The special classes of 
property required: to be assessed by different methods. 
T7ie ordinary test of annual letting value to such classes 
of properties is not applicable. The judicial tribunals 
have by various expedients evolved other tests of value 
or basis of valuation as directly deducible from the 
statutory basis of rental value. These basis are adopted 
ere f evidence of rental value of similar 
hereditaments actually let at a rent available as guide. 

basis be adopted in cash of here- 
wbere an y gainful trade or profit bearing 
carried on, e.g., theatre, music hall, 
cinemas, public houses, etc. in * 

capital value is to be adopted in cases of 
? roperties ^® re neither actual rent nor the profits 
of trade are available as evidence, e.g., educational and 
charitable institutions, schools, colleges, libraries 
museums, hospitals, etc. ' 

„ i combination of the profit basis and the capital 
“ e b , asls > m tbe case of Public undertakings, e.g., rail¬ 
ways, tramways, water works, telephones, electricity, 

eX£, l? J '^ iww that an these basis of assess- 

a+ e rnf2L? rope f ty ? houI n d *** made available for arriving 
at rate a ble value in relation to different classes of pro- 
perties mentioned above and I see no reason why water 
tight compartments, viz., annual letting value or coital 
to * 



bodies should be distinct and should not overlap. It 
creates heart burning in the component pacts ot the 
Government as a whole. This field of taxation by what 
ever name it is described should be entirely and exclu¬ 
sively made available to the local bodies. I »m 01 
opinion that Urban Immovable Property tax is not 
proper field of exploitation of tax by State Govern¬ 
ment. The suggestion of the Finance Enquiry Committee 
that reluctance on the part of local bodies should be 
under a ground to give power of taxation to the State 
Government is not logical or equitable. The refusal of 
the local bodies for levy of U.I.P. Tax may be founded 
on strong grounds and economic conditions prevalent m 
the city. If local bodies come to the conclusion that 
the highest limit of property taxes is limit, then there 
is no reason to embarrass it further by accepting the 
recommendation of Finance Enquiry Committee. Ex¬ 
ploitation of tax by State Government by reference to 
status quo cannot be sound basis for proportionate in¬ 
crease in property tax equivalent to U.I.P. tax being 
abolished, neither continuation of U. I. P. tax is justifi¬ 
able The structure of taxation within the limits of 
Municipal Boroughs or within District Municipalities or 
within the limits of Corporations, should be based more 
pr less upon amenities of modem life made available 
to the citizens. A generalised and stricter rule in rela¬ 
tion to this problem is not practicable nor equitable. 

Para. 203.—The property tax should be levied on all 
buildings and lands and the furniture and fixtures and 
the machinery therein or thereupon should also be taken 
into account. In Bombay about 46 per cent, of total 
Municipal revenue is derived from this method of direct 
taxation. The property tax should include house tax 
and service rates like the conservancy, water and light¬ 
ing rates. The holdings let on concessional rent to the 
employees or relative or Maulvi or Mahant or Pujari 
should be assessed on full rateable value. The property 
is capable of yielding what the owner of premises gets 
should^not be the sole criterion, but the real test must 
be what the property is capable of fetching taking into 
consideration the situation and the facilities which the 
premises afford for making profit. The definition of 
Ann ual Letting Value of Bombay Municipal Boroughs 
Act XVIII of 1925 should be amended so as to make it 
exhaustive to include the value of furniture, fixtures 
and machinery. The other basis of assessment, viz., 
profit making capacity, capital value basis and combina¬ 
tion of profit making and capital value for special classes 
of properties should be given statutory recognition as 
the judicial decision which is one of the sources of law 
makin g, has accepted these principles as deducible from 
the recognised basis of annual letting value. 

The provision for exemption of rental values below 
a particular level is absolutely necessary. The property 
owned by a widow, of Rs. 10 per month, who has no 
other means of substance require to be exempted on 
ground of poverty. Even the Court grants pro¬ 
visional exemption from court fee .stamp in case of 
pauper suits. Government exempts land revenue to its 
subject when there is famine. The existing rules 
framed under Section 58 (j) of the Bombay Municipal 
Boroughs Act XVIII of 1925, exempt from house tax 
the properties whose annual income is less th"5n Rs. 19. 
This limit of exemption does not give relief to any one 
because of economic uplevel in consequence of infla¬ 
tion brought about by War. In England in 1814 the 
Poor Relief Act was passed and section 17 provided 
that upon application made to two justices by any 
person rated and proof of his inability to pay the rate, 
they may order that such person shall be excused 
from the payment of rate. Economic study of the pro¬ 
perty owners of Poona will reveal a sad fact that the 
middle class owners were obliged to sell the property 
as they were unable to pay taxes. The provision for 
exemption from taxes of properties having rent Rs. 10 
per month or less is necessary to give relief to the poor 
and to Harijans who are economically backward. Be¬ 
sides cost of collection exceeds the tax due. 

I am of opinion that owner occupied portion should 
be given relief to the extent of 52 per cent, of its pro¬ 
perty taxes. 

Charitable and educational trusts are now being re¬ 
gulated by special Act. These trusts are capable of 
valuable earnings, more income and properties are 
utilised for yielding good income to be applied for object 
of trusts or education. To foster a sense of moral obli¬ 
gations upon rich to contribute to the benefit of the 
poor, it is necessary that exemption upto 10 per cent, of 
consolidated tax payable by an ordinary individual may 
be granted. The educational trusts help to discharge 
one of the obligations of municipal purposes and hence 
such exemption is necessary. 


I am of opinion that instead of granting exemptions 
to Housing Societies, it will be desirable to give grant 
through Municipality to such societies. Such grants 
should continue till the of the houses ceases. 

I think that progressive rerhission should be granted 
to for the vacancies. Numerous complaints are receiv¬ 
ed from the house owners that the tenant do not pay 
rent for months together, and that remedies of Sang 
suits are dilatory and the application for insolvency pro- 
ceedings are increasing. Now this class of tax payers 
deserves certain concessions as follow: — 

(1) Vacancy for whole year.—| remission of taxes. 

(2) Vacancy for 9 months in the official year.—Re¬ 

mission 2/3 of taxes. 

(3) Vacancy for 6 months in the official year.—Re¬ 

mission 1/3 of the taxes. 

(4) Vacancy for 3 months in the official year.—Re¬ 

mission 1/5 of taxes. 

Para. 204.—The property tax should be progressive. 
The taxes leviable in district municipality should be Jess 
than that leviable in the Borough Municipality andjhe 
taxes leviable in the Borough Municipality should be 
less than that leviable in Corporation. This conmara- 
tive lesser levy of property taxes is based on the grtntnd; 
that the amenities provided in District Municipality are 
comparatively less than that provided by Borough Muni¬ 
cipality which are less than the amenities provided by 
Corporation. The taxes leviable in Poona Corporation 
are as follows:— , 

Property Tax.—12 per cent, for a property the 
rateable value of which does not exceed Rs. 1,000. 

13 per cent, for a property the rateable value of 
which is between Rs. 1,000 and 2,000. 

14 per cent, for a property the rateable value of 

-which is between Rs. 2,000 to 5,000. At 16 per cent, 
for a property the rateable value of which exceeds 
Rs. 5,000. ! V# 

Taxes leviable in the Borough Municipality should 
be lesser. The rate of tax and the slab will have to 
be fixed in relation to economic condition prevailing in 
the various cities and towns. There is a death of tne 
open iand in the city for progress of building activity. 
The city limits are required to be expanded and the can¬ 
tonments should be merged with the adjoining town. 

Para. 205.—Corporations, Borough Municipalities and 
District Municipal Bodies should be empowered to levy 
property tax. The minimum limit of property taxes 
in each category of local bodies should be fixed in 
relation to the economical condition and in considera¬ 
tion of the merit of each case. The State Government 
should not levy land revenue on agricultural land within 
the jurisdiction of municipal limits provided the Muni¬ 
cipality increases its property tax on such land with a 
view to develop them. The proportion of tax should 
have a relation to the services being made available to 
such agricultural lands. District Local Boards get in¬ 
come from land revenue and hence there is no justifica¬ 
tion for them to tax lands again. Income of property 
taxes should be set apart for providing specific relief 
such as road, education and medical relief. The basis 
of levy of property taxes should be annual letting value 
and or capital value, and or profit making capacity and 
or combination of, or profit making and capital value.' 
The choice should rest with the Municipalities and their 
discretion should not be fettered. 

Para. 206.—-In case of Corporations, the appellate 
authority is the Commissioner or assessor and collector. 
A person holding such post is well equipped and com¬ 
petent to deal with the complicated cases of assess¬ 
ment. In cases of borough municipalities the assess¬ 
ment should be made by independent officer appointed 
by Government every four years. This will give less 
chances for under assessment. The grounds on which 
assessment may be reduced in appeal should be laid 
down in the act. The assessment fixed by Government 
Officer after every four years will act as deterrent to the 
Standing Committee to reduce. The Act makes the 
following provision for proper assessment: — 

(1) Section 78(3) gives power of inspection of build¬ 
ing or land and chi the requisition of the Chief Officer 
the owner or occupier of any such building or land shall 
within such reasonable period as shall be specified in the 
requisition, be bound to furnish a true return to the best 
of his knowledge or belief and subscribed with his signa¬ 
ture of the name and place of abode of the owner or 
occupier or of both and the annual letting value and his 
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estimate of the value of such building or land. Dis¬ 
obedience to such notice is made punishable under sec¬ 
tion 193 by a fine which may extend to Rs. 50. 

(2) Section 81(2) gives power to file objections to the 
valuation and assessment of any property to the Stand¬ 
ing Committee ‘before time fixed in the aforesaid public 
notice by application in writing stating the grounds on 
which the valuation or assessment is disputed. 

(3) Section 110: Appeals against the notice of 
demand shall be made to the Magistrate. No appeal 
shall be heard or determined unless ; 

(i) within 15 days from the day of presentation, 

(ii) on application in writing stating the ground on 

which the claim of the Municipality is dis¬ 
puted has been made to the Standing 
Committee, 

(iii) the amount claimed from the appellant has 

been disposited by him in municipal office. 

(4) Section 111 gives right to appeal at the instance 
of either party and be subject to revision by the Court 
to which appeals against his or their decisions ordinarily 
lie. 


Police Officers and Revenue Officers may be provided in 
the Act. The summary procedure in the Magistrial 
Court will help to improve the tone of recovery of taxes. 
Provision in the Act for recovery of arrears of municipal 
taxes through Magistrial Court which is an independent 
way may please be allowed. The other remedy to 
enforce recovery of taxes is that provision may please 
be made in the Act that unless all arrears of taxes and 
current taxes are paid by the applicant he shall not 
receive building permission for demolition and construc¬ 
tion of new buildings. The registration or transfer of 
property in the Collector’s Office should not be allowed 
unless the applicant produces receipt of payment of all 
taxes of the Municipality and in addition no objection 
certificate from Chief Officer. The provision of recovery 
of property taxes may also be made applicable for re¬ 
covery of stallage, market fees, licence fees and rent of 
municipal property. Issue of trade licence by Govern¬ 
ment or Contractor for Government or Military works 
be called upon to produce receipt of payment of muni¬ 
cipal dues at the time of tendering a contract to the 
Government. The bill of the contractor whether of 
State Government, Central Government or of Military, 
should not be prepared unless such person produces 
receipt of payment of taxes along with no objection 
certificate from the local authority. 


Suit under Civil Procedure Code.—The party ag¬ 
grieved has also got a right to file suit in Civil Court 
to redress his grievances. This remedy hinders the 
speedy recovery of taxes. Power of injunction given to 
Civil Court is easily evoked by the party and the re¬ 
covery of municipal dues is delayed for years together 
on the ground that the matter is sub judice. The re¬ 
medy to avoid this, is that the provision should be 
made in Civil Procedure Code that such suit shall not be 
under all the remedies provided by Municipal Act, 
which are exhausted. Secondly, furnishing a true re¬ 
turn called under sect. 78(3) must be made a condition 
precedent and unless it is observed by the appellant, no 
appeal shall be made either to Standing Committee 
under Section 82 or to Magistrate under Section 110, 
or no revision shall be made under Section 111, nor any 
civil or criminal court shall hear or determine such 
suit, or appeal or revision application nor any relief 
under any other law for the time being in force will 
be granted by any Court. 

Collection of taxes. —The power under the Act is not 
sufficient to enforce expeditious recovery. 

Section 104 gives power to issue of notice of demand 
if taxes are not paid. 


Para. 207.—In this Municipality, house tax, general 
sanitary cess, general water rate, drainage tax. and 
public latrine cess are leviable on percentage basis on 
annual letting value of the properties. Special water 
rate and sDecial sanitary cess are levied on the oth^r 
basis. Water rate is leviable on the diameter of pipe 
connection and for purpose for which water is used, as 
under: — 

Special Water Rate. 




For domestic purposes. 

Per year 





Rs. A. 

p. 

By a 

pipe i " 

in diameter 

. 27 0 

P 

do 

i " 

do 

. 48 0 

0 

||pio 

r 

do 

. 96 0 

0 

do 

U" 

do 

. 217 0 

0 



For Trade purposes. 

Per year 





Rs. A. 

p. 

By a 

Pipe i" 

in diameter 

. 35 0 

0 

do 

r 

do 

. 62 8 

0 

do 

r 

do 

. 125 0 

0 


Section 105 gives power to issue warrant and Sec¬ 
tion 105(4) describes power to execute warrant and 
attachment of immovable property. 

Section 106 lays down power to sale of goods 
distrained in special cases. 

Section 106(2) describes power of sale in case of 
immovable property attached. A sufficient portion 
thereof may be sold by public auction. This power in 
practice is not useful nor deterent to the defaulter of 
taxes. This provision is not complete remedy. 

Section 106 gives power to sale a portion of house. 
Let us see this how it affects in practice. The first diffi¬ 
culty is that the premises are not such as divisible in 
parts. Its beneficial use will disappear if only two rooms 
are put to auction of the whole house. Besides the 
portion is not capable of being beneficially used. The 
conveniences such as water and latrine may not be avail¬ 
able to the purchaser of this portion. There may not be 
different and independent access and exit to the buyer 
of the portion. There are difficulties which hinder the 
buyer to purchase in auction. The premises are let and 
hence the buyer cannot get possession even if he pur¬ 
chases in public auction. He is required to go to the 
Civil Court for getting possession. It takes years to get 
possession through Civil Court. Thus in practice this 
power is a nullity. 

There is no power in the Act to withhold the con¬ 
tinuance of water service when the tax is paid. Thus 
for the purpose of recovery of house tax, general sanitary 
cess, non-privv cess, etc., the remedy of shutting off 
water connection is not available. Similarly, there is 
no provision in the Act to stop scavenger services for 
recovery of property taxes. Thus in practice the re¬ 
covery of taxes cannot be made effectively. Deterrent 
provisions are required to be made in the Act, so that 
the tax payer will be forced to pay for his civic dues. 
Stricter measures for recovery of Municipal taxes 
through Magistrial Court is necessary. The help of 


The experience shows that the owners of Dremises 
of luxurious and costly buildings only take V water 
connection and they pay tax Rs. 27 only. Similarly an 
owner who owns a small dwelling also pays Rs. 27 for 

water connection. This method of taxation does not 
bring sufficient revenue. Water rate, therefore, should 
be based on rateable value. The rateable value of the 
city is about Rs. 25.28,000 and the Special Water tax pay¬ 
able is Rs. 83.000, i.e„ 3 per cent, of the rateable value. 
Similarly, special conservancy tax is levied on the number 
of latrines used by house owner on the basis of 16 
person should have at least one latrine. The local body 
is required to spend large amount for water works and 
drainage works and it is, therefore, necessary that these 
taxes should be levied on rateable value for domestic 
purposes. It is eouitable that use of water for trade 
nurposes, commercial purposes should be at higher rate. 
The issue of completion certificate under Section 124 of 
the Bombay Municipal Boroughs Act should be made 
dependent upon compulsory water connection and 
special latrine provisions. 

In this city there are 7,000 houses out of which 2.500 
houses have got water connection and about 2,000 
houses have got latrines. Thus unless these taxes are 
based upon rateable value, no adequate return is 
possible. 

The Bombay Municipal Boroughs Act does not make 
it compulsory to make payment of Municipal taxes at 
Municipal Office. This results heavy expenditure for 
employing collection staff. The law does not provide for 
stopping of services if property taxes are not paid. Thu' 
this leads to help the arrears to enjoy the benefit of all 
services without payment of property taxes payable on 
percentage basis on rateable value. There should be 
provision in the Act which will expedite the recovery 
of taxes. For this purpose, I have to suggest that provi¬ 
sion by wav of summary proceedings in Civil Court 
should be allowed. The suit bv or against Municipality 
for taxes should be decided within six months from the 
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date of filing the Darkhast. Proceedings should be dis¬ 
posed off within three months and special provision for 
public auction and delivery of possession of the pro¬ 
perty purchased in auction for property taxes should be 
provided. The law should not help the defaulter of 
local taxes nor the defaulter should have any right in 
courts for his grievences without prior payment of the 
tax demanded and subsequent payment of taxes as they 
become payable. 

The properties owned by Port Trust, Railways, State 
Government and Central Government, should be made 
taxable and the existing exemptions should be with¬ 
drawn. It is a cardinal principle that burden of rates 
or taxes must fall equally upon all persons and property 
within the limit of an assessment area. For taxation is 
the rule with every presumption to support it, while 
exemption is the exception with every presumption 
against it. The existing rule for taxation should be 
made applicable to all kinds of property without any 
reservation. If this is not possible the exemption of 
2/10 of taxes enjoyed by Government properties should 
be reduced to 1/10. Thus Government properties should 
at least be made to pay 9/10th of the taxes which would 
have normally been collected. There should be no 
exemption for Government buildings occupied for resi¬ 
dential purposes and the rateable value of such pro¬ 
perties should not be settled down to the value on 10 
per cent, rent of the pay of employee, but it should be 
based upon the surrounding market value of the 
premises. 

Para. 208.—The land revenue is the back-bone of the 
District Local Board. The present system in Bombav 
State regarding collection by revenue Department is the 
only satisfactory system. The power and the efficiency 
of the Revenue Department is the only effective source 
for the collection of land revenue. The past experi¬ 
ence and the local contact of the Revenue Officers are 
great asset to equip them for the special work of re¬ 
covery of land revenue. The staff required for adjust¬ 
ment of revenue between various District Boards is 
found to be not excessive. Besides erecting another 
agency for the recovery will increase extra burden on 
state exchequer because the existing staff of Revenue 
Department will have to be maintained to discharge 
the other important functions and various duties 
attached to this said post. 

The Local Fund Cess in Bombay State was introduc¬ 
ed since 1860 for providing local amenities such as dis¬ 
pensaries, schools, and roads. Local Fund Act 1869 
gave this levy a statutory recognition. Subsequently’ 
Bombay Local Boards Act, 1884 and Bombay Local 
• °^ we F? P ass ed. The Act is again amended 

in 1945 and it provides for minimum and maximum of 
annas two and three respectively. The present lew is 
neither too high nor too low. It is adequate and no 
change in levy is desirable. 

The system of ear marked revenue is a necessary 
provision so that sufficient amount can be made avail¬ 
able for providing amenities of all purposes. 

With the abolition of zamindari, it is necessary to 
make provision for the local fund revenue The State 
Government becomes the owner after abolition of 
zamindari. A provision similar to Section 85 of the 
Bombay Municipal Boroughs Act, 1925, fixing the respon¬ 
sibility upon lesser from Government should be made. 

Para 209.—Section 3(12) of the Bombay Municipal 
Boroughs Act, XVIII of 1925 states that ‘octroi’ shal 1 
Include a terminal tax. Section 73 of the Bombay Muni 
cipal Boroughs Act, 1925, runs as follows:— Y 

t0 an J r Senera! or special orders which the 
State Government may make in this behalf and to the 
provisions of Section 75 and 76, a Municipality maf 

S Se namely:- UrP ° Se ° f th ' S Act 3ny of the lowing 

® n octroi on animals and goods or both bronchi 
within the octroi limits for consumption or use therefn* 

from \h\1eSiiTax° n iS- int ° ° r eXported 

such*" tax^ChaH 8 beleviable'^^irough^i'^wh^*^ n ° 

octroi was not levied on or before the 6ffi JuhTljm. 3n 

Union List item 89, states “ Terminal taxes on „ ^ 

or passengers arrived by railway, sea or air ". B °° ds 


State List, item 56, states: “ Taxes on goods or 
passengers carried by road or inland water taxes on 
ways ”, 

Item Number 52 of the State list states: “Taxes on 
the entry of the goods into local area for consumption, 
use or sale therein ”. * 

Thus the distinction between terminal tax and octroi 
are very subtle and definite. They have got # a reference 
as to the mode of transport. 

Terminal tax is leviable on goods imported by railway. 
Octroi is leviable on goods imported by railway, road 
or inland waterways. 

Terminal tax is leviable on the entry of goods while 
octroi is leviable on goods brought for consumption or 
use therein. The Bombay Municipal Boroughs Act fails 
to take into account of levying of tax on goods for sale ; 
while state list item 52 takes into account goods brought 
for sale within the local area. Octroi is leviable on 
goods imported into local area, while terminal tax is 
leviable on goods imported into or exported from the 
terminal tax limits. The system of refund is conspicu¬ 
ously absent in terminal tax. Railway being the agency 
to import goods dutiable to terminal tax, the scope of 
evasion from terminal tax is not possible. Railway 
receipt shows the weight of the goods imported ancl 
specification of goods and hence recovery of terminal 
tax without evasion is practicable with comparatively 
negligible expenditure on employment of staff. There is 
great scope for fraud, evasion, under assessment and 
petty harassment. The range of taxes for octroi is 
gradually widened to meet the complexities of modern 
commerce. The terminal tax is based on maunds and 
the octroi is leviable on ad valorem as well as in 
maunds. Terminal tax system is perfect and gives no 
scope for evasion or corruption or harassment. The 
system of refund which is an inherent defect in the 
system of octroi, has in number of places either created 
a new class of brokers who obtain refunds of octroi on 
payment of some brokerage to them or encouraged cor¬ 
ruption amongst the octroi staff who for a consideration 
allow the dutiable articles to pass through without any 
payment of octroi. The terminal tax is more beneficial 
form of taxation so far as this Municipality is concerned 
because this town is large centre of import and export' 
trade. The total revenue from taxes of this Municipal¬ 
ity is about rupees 12 lakhs, out of which about rupees 6 
lakhs are recoverable from octroi and terminal tax. 
Thus with all its disadvantages, both these taxes, viz., 
terminal tax and octroi have retained this position as 
the favourite form of local taxation. The abolition of 
terminal tax is forced upon the Municipality by the 
Government, will lead to inevitable result of financial 
bankruptcy of the Municipality. Its financial equili¬ 
brium wall be disturbed which is not practicable to be 
restored by any new substitute of taxation much less by 
increasing taxes. The geographical position of this town 
is a material factor for determining the imposition of 
taxes. The major part of the district is linked with 
the town by road. The cotton producing centre of the 
district is connected with the district place by road. 
The import of the district is mainly by railway to this 
historical town, wherefrom the accessories of life are 
taken to the places by road. Thus the town is a caterer 
of the necessaries of life to the other business centre 
?L thls , dlstnc f 4 Thu . s an y small variation in the exist- 
ng system of taxation of octroi and terminal tax, J* 
to . . ha '; e fa F reaching financial repurcussion on 
the Municipal exchequer. A small lacuna in the Act 
as to the levying of octroi on goods brought in sale is 
being taken advantage of by the trader by way of 
enormous refunds. It is, therefore, proposed that the 
g ? 0 ,^ s , br0 ^ gh l , fo r sale within or without the n.uni- 
tax * hDU C l be * laid down as ground for octroi 

f . m , * n P ra ctice it is found that tendency to obtain re- 

dav d h 0 v n r° dS S ° d Wlthi! ? Mun ieipal b mits, is increasing 
? ay 5 y °JV mere plea that the contract is entered 

ride th? V V d ?fy , a V the . buyer ’ s place which is out¬ 
side the Municipal limits. An unfair competition 

amongst the traders results in opening of business centres 
and shops outside the Municipal limits Thesmall 

LtahlishC’if ]? e ? vl,y s . u ?f r a D d the rich business magnet 
establish factories outside Municipal limits The trader 

class as a whole is against this system of taxation They 

fun t0 termi "l 1 tax because they get ojpor- 
iavi tles °u r evasl °m The traders protest against this 
Thesegr° und t ba t trade and commerce is bit hard 
These contentions are exaggerated Tt ic _ J 

equity that the Municipality which is providing amenities 

h°elp ln a C nd aS1 H g t ! ade and commerce, facilities for med^ 
help and education and safety of lives of persons 

SStfi'HV? I 5 »">!«"» “5 

Pf 5 “P™ deserves to have tax from these source* 
to establish market places and factory zones. ^ 
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Prime facie, it is the importer and exporter who is 
liable to pay taxes but ultimately the incidence ot taxa¬ 
tion is shitted to buyer and the general public at large. 
It is the common man wno is ultimately taxed. I am 
therefore, of opinion that terminal tax is preferable to 
octroi. Ttie item of terminal tax should be transfer¬ 
red to State List. The provision of refund of octroi 
should be deleted as the majority of small traders are 
in favour of it. Octroi on export by road, on produce 
of the district should also be levied. This will increase 
the revenue of the railway. 

The judicial decisions of the High Court of Bombay 
reveal that the provisions lor recovery of octroi or 
terminal tax require to be amended. The cause of 
action to levy octroi or terminal tax is entry of goods 
lit the Naka. Once the goods pass the octroi cordon, it 
is not permissible for the local body to recover the same 
by civil suit. The following cases require considera¬ 
tion by the Taxation Enquiry Commission to eliminate 
the evil of evasion of octroi taxes: — 

(1) It is equitable and fair that the Municipality 
should have power of inspection of the account book oi 
merchant to verify the corrections of bills, invoice or 
documents, with a view to recover octroi payable. But 
it is held in “ the Ahmedabad Municipality vs. Sukur- 
chand, 17 B.L.R. 182 ” that such inspection of account 
books of merchants cannot be claimed by Municipal 
Officer. 

(2) Section 98 of the Bombay Municipal Buroughs 
Act, lays down power to seize vehicle or animal or goods 
on non-payment of octroi or toll and Section 98(2) gives 
power to sell property which is subject to speedy decay. 
This question was considered by Bombay High Court in 
Poona Municipality vs. R. N. Paranjpe & Sons, 35 B L. 
R. 581 and it decided that it is not open to the Muni¬ 
cipality to file a suit in Civil Court to recover octroi 
dues unless an account of party concerned is being 
maintained under Section 99. Beaumont, C. J., has suc¬ 
cinctly analysed the relevant provision of the Act which 
I reproduce to verbatim below with a sanguine hope 
that the Taxation Enquiry Commission may device such 
sound and perfect mode of recovery and suggest such 
powers to the local authority so that the common law 
will provide sufficient safe-guards against intentional 
defaulters and constant law breakers and social mis¬ 
creants. 

Beaumont, C. J., in Poona Municipality vs. Paranjpe 
& Sons 35 B. L. R. 581, said “ In my opinion the learned 
Judge was right in holding that suit does not lie. The 
question turned on Ihe construction of Section 203 of 
the Bombay Municipal Boroughs Act, 1925. To appre¬ 
ciate that Section it is necessary to look at few of the 
earlier Sections. Section 73 gives a right to the Muni¬ 
cipality to charge an octroi on animals or goods brought 
within the octroi limits. Section 98 provides that in 
case of non-payment of octroi on demand by person 
appointed by Municipality to collect such octroi, may 
seize the goods and then power is given to sell the 
goods. Section 99 provides that the Standing Com¬ 
mittee if it thinks fit instead of requiring payment of 
octroi due from any person, mercantile firm or public 
body to be made at the time when animals or goods in 
respect of which the octroi is leviable are introduced in 
octroi limits of the Municipal Borough may at any time 
direct that an account current shall be kept on behalf 
of the Municipality of the octroi so due from such 
person, firm or body, and then it is provided that any 
amount due on the current account shall for the purpose 
of Chapter VIII be deemed to be recoverable in the 
same manner as an amount claimed on account of any 
*f T x TT r ® C0 J /erab 1 l e under the said chapter. Then Chapter 
VIII deals with the recovery of various taxes but having 
regard to the Section 104 (l)(b), the chapter does not 
apply in respect of sums leviable under Sut>Section (l) 
of Section 18 or payable on demand on account of 
octroi. So the result is that unless there is current 
account kept under Section 99, the provision for pay¬ 
ment contained in Chapter VIII, does not cover an 
octroi payable on demand. Then Section 203 which is 

®Il e Hc re = ed r u 11 by the P laintiff a® entitling them to 
sue reads as follows : — 

,,r in beu ° f an y Process of recovery allowed by or 
aC V °, r ln case of faiiure to realise by such 
process the whole or any part of any amount recover¬ 
able under the provisions of Chapter VIII or cf any 
compensation, expense, charges or damages payable 
under this act, it shall be lawful for a municipality to 

?HhM n tn n L COU £ 0t comp £, ten t jurisdiction, the person 
litjn Pfy the.same The only jurisdiction to sue 
t*?e Municipality by that Section is to sue a 

mSSmli 1 ® ble to , pay 311(1 as far as I can see, there is no 
liability imposed on these dependant* to pay any oetroi 


since the Municipality has failed to prove that current 
account was kept under Section 99 and that therefore 
the powers of recovery conferred by Chapter VIH does 
not apply in this case. That being so I think that the 
learned Judge was right in holding that Section 203 
does not apply, and in the absence of any statutory 
authority to that effect, it seems to me that there is no 
right in the Municipality to sue to recover this sum.” 

The legal position, therefore, is that a person who 
evades octroi dues either by side tracking the octroi 
Nakas or does not stop his vehicle but drives very fast 
at octroi cordon, cannot be brought to book and there 
is no statutory right vesting in Municipality to recover 
the same. Thus iaw abiding citizens pay octroi taxes 
and the law breaker escapes paying legitimate dues. To 
foster the sense of civic duties and to inculcate others 
of high moral, it is aDsolutely necessary that such 
evasion of octroi should be severely punished by impri 
sonment and heavy penalty. 

To empower the Municipality for recovery of octroi 
dues, it is necessary to fortify it with powers equivalent 
to recovery of income tax arrears and also to set up 
procedure of co-ordination between income-tax office 
sale tax office and the octroi department of the Munici¬ 
pality and the artificial base of keeping inform¬ 
ation confidential by each department with 
reference to other department, should be abolished. On 
the contrary the local authority, the State Government 
and the Central Government should work in perfect 
harmony with each other so as to bring defaulters at 
the sacred altar of justice which ultimately will help 
the Government to reduce the uneconomical distribu¬ 
tion of wealth in our country. Provision of refund in 
octroi system should be abolished. This system is an 
instrument in the hands of dishonest traders. It is com¬ 
mon knowledge that the sale of goods take place within 
Municipal limits, but a trader to get refund enters into 
contact with the buyer to give delivery at a place out¬ 
side the Municipal limits. The sooner the system of 
refund is abolished, the better it will be able to create 
common ground for providing equal facilities to big and 
small traders. With the abolition cf refund of taxes 
brokers class and other social evils will be wiped out 
from our country. 

Para. 210.—Octroi and terminal taxes are in vague 
m this country from ancient times. It was then known 
as a “ choonji ” a persian work meaning a handful to 
denote handfuls taken from merchants in satisfaction tc 
the demand of the state. The connection and custom 
of levy standing have made these taxes as indispensable 
to the municipal revenue. The margin for increasing* 
property taxes is fast disappearing. New sources of 
taxation are not available to the local bodies as almost 
all of them are being tapped by the Central and State 
Government. Famine conditions are forming State 
Government and Central Government to spend large 
sums of money to save the people from famine. To 
this providence occasionally added calamity caused by 
heavy rains and floods. The combined effect of the 
circumstances is the growing tendency to reduce grant- 
m-aid and assignments of revenue to local bodies. Thus 
the only practical remedy is to give a share in sale tax. 
lhe Municipalities as a whole are compelled to increase 
their revenue by increasing taxes under impending 
threat of Government regarding reduction and in some 
cases with refusal for Government grant of 50 per cent 
Dearness allowance. The inflation has affected muni¬ 
cipal finance adversely. Increase in price of materials 
and in pay of the establishment due to war conditions 
have put a large burden upon municipal finances. Utter 
failure of monsoon has compelled the Municipality to 
spend large amount on water schemes to save the life of 
the citizens. The arrears of income tax is a pointer that 
the financial status of the rate payer has immensely 
suffered and thus it will not serve any purpose to levy 
surcharge on the sales. This will only make the local 
•u u*° df lesle<1 > as the odium of such a surcharge 
will be placed at the doors of local bodies. * 

Para. 211.—The distinction between octroi and ter- 
minal tax should be abolished. Octroi for all purposes 

Sh K U i d i tak ? ! he form of terrtl inal tax and the model 
schedule of taxes should be prepared by Government 
and it should be enforced as per powers vested in Gov- 
ernment under Section 73 to obviate the prolixiting and 
dilatory methods of imposition of taxes. Export of the 
main product of the district should also be taxed. Octroi 
schedule should be based on few categories such as 
following, viz., — 

(1) Grains of all sort. 

(2) Sugar and Gur. 

(3) Cotton. 

(4) Cloth of all sorts. 

(5) Machine and machinery. 

(6) All articles not in the above list. 
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The law that the rate should be specific and the 
articles snould be specitic ana that the saving clause 
has no value, should be modified. It is beyond'human 
ingenuity to anticipate the things which science will 
bring within the reach ot mankind. Besides ingenious 
methods ot unseeing things so as to defeat the purpose 
ot taxation should be discouraged. The unhealthy com¬ 
petition between executive and the trader as is evident 
regarding excisable article such as Asavas, Arishtas, 
Hemo-draksho-malt, etc., with a view to evade taxation 
snouia oe taxed. Octroi rules only tax a car brougnt 
under a temporary number. The importer evades tnis 
oy registering it m otlier places and bringing the car 
under the permanent number. Even sound hand motor 
car should be made taxable proportionate to the value of 
its purcnase. Heavy duty should be charged on luxury 
articles ana small duty on tne necessaries ot life should 
be levied, me mills must be put under a voluntary 
obligation to mention rate of cloth or bales, quantity in 
bales, quantity ot tne cloth. Only partial exemption on 
gooas imported by State Government, Central Govern¬ 
ment may be provided only it the property so imported 
is to be used or intended to be used solely and exclu¬ 
sively tor puDlic purpose. Similar to encourage co¬ 
operative movements and the growth ot educational in¬ 
stitutions or institutions certified by State Govern¬ 
ment or Central Government as institution of material 
importance, tne partial exemption should be provided. 
This exemption should not apply to imports or exports 
oy State Government or Central Government m con¬ 
nection with their trading or commercial ennterprises. 
Exemption for private or personal use by public utility 
concerns, mills or factories should not be allowed. 

Para. 212.—Grains of all sorts, articles of human con¬ 
sumption snouia be cnarged on maunaage oasis, uiotn, 
ciocnes ana luxury articles, furniture, tinned provisions 
snould be charged on ad valorem oasis. Personal apparel 
and personal luggage only should be exempted, import 
or food or clotnes ror army may be partially exempted. 
The rt ail way authorities should oe put under a statutory 
obligation not to deliver goods unless and until the pay¬ 
ment ot octroi receipt is produced by the importer or his 
agent. In case ot dispute payment oi dues under pro¬ 
test oy tne importer snould be made and receipt to that 
ettect is produced to the railway authority. Tne liimsy 
ground tnat non-payment of municipal dues will result 
in demurrage should not be attached much importance. 
Co-ordination, co-operation in the local body and the 
Railway will lead to mutual prosperity. 

Similarly the Postal authority should be asked to 
co-operate with the Municipality. The sender through 
post should inform to the Postal authority the contents 
of the post parcel. The claim oi the postal autnonty, 
the object of expeditious delivery is frustrated in co¬ 
operating with the Municipality does not stand to reason. 
The postman is going to deliver the post parcel to the 
persons everyday and if he gives intimation to produce 
octroi receipt to the consignee for enabling him give 
delivery of the post parcel, will compel the consignors 
to pay municipal dues. For this extra work i the per¬ 
centage in the tax recovered on post parcel may be 
allowed to the Central Government. Refund of octroi 
should not be allowed, because primarily octroi is a 
tax levied at the time of import of articles for use, con¬ 
sumption or sale in the limits of local body. The article 
for all purposes is sold within the municipal limits but 
traders purposely contract for free delivery outside the 
Municipal limits. Thus principle of octroi should be 
import of goods and it should be compulsorily non- 
refundable. In practice it is found that advantage of 
refund in majority of cases is taken dishonestly. To 
avoid the loop-hole for traders, it is absolutely necessary 
that no refund should be allowed. In this Municipality 
the terminal tax is levied and it is non-refundable. 
Similarly, octroi for all purposes should be non-refund- 
aD.ie. Persons outside the Municipal limits also take ad¬ 
vantage of roads within Municipal limits. Villagers and 
small towners get product of the surrounding district 
cheaper than the citizen in tons and cities and naturally 
there is no wrong for them residing within radius of 
25 miles to pay for payment of octroi. 

In respect of goods in direct through transit to destina¬ 
tions outside the limits of local bodies, no octroi should 
®e levied but escort fees may be levied instead to cover 
the costs of escorts which the local bodies will depute to 
accompany the vehicle along prescribed routes to ensure 
that the goods do not break journey and get stored 
within the limits of local bodies concerned. 

Para. 213.—Imports which are not costly and are re¬ 
quired for human consumption may be charged on 
mundage basis This will help to bring in much more 
static income without much affecting the price level 
of goods required for people and luxury goods, mill 
made cloth, etc., should be charged on ad valorem duty. 


Thus the rich will contribute more by this system of 
taxation. With the abolition of refund and simplified 
rate schedule and co-ordination of Railway and PostaJ 
authority much of the procedural delays and difficulties 
will be solved. This will also give change to smaller 
towns to establish municipalities. Thus the present in- 
Hux of population from villages to small towns and from 
smaller towns to bigger municipalities and Jrom muni¬ 
cipalities to corporations will automatically stop within 
few years. 

Para. 214. The extension of the nationalisation of 
transport will afford equal facility as railways 
and the evasion of octroi will be reduced to a consider¬ 
able extent. This will certainly help to adopt simpler and 
more effective system of terminal taxes on goods trans- 
ported by road. At present private enterprise is gene- 
rally loading their trucks beyond the permissible limits 
With a view to escape police detection such driver also 
evade paying octroi taxes. The overloading is causing 
damage to national highways. The occasion for the 
police to harass the public will also be diminished. This 
will raise the status of police and he will be looked 
upon by the public as a real protector and guide in 
times of emergency and need. 

Para. 215—The system of corelation of octroi andf 
terminal tax with allied forms of State and Central taxa- 
tion such as sales tax, excise and customs, is not practi- 
ca - £he solution is a co-ordination and co-operation 
of all the departments of local bodies, State Govern¬ 
ment and Central Government. This will lead to in¬ 
crease the revenue of all of them. The so Called system 
of secrecy of each department in not helping other 
department is detrimental to all. Local knowledge 
coupled with State and Central Government informa¬ 
tion will yield better check and counter check and 
there wiii be less chances for evasion. Monthly returns 
by all departments concerned will lead to good result. 
Besides there will be no cause for heart burning among 
Si tU n nt P^ts of Government. C.I.D. branch Tthe 
Police Department should also be called upon to exercise 
strict and proper control upon the habitual evaser of 
such taxes. At present the activity of this branch is 
limited to offences against persons only. Enforcing 
adequate payment of State revenues and local taxes by 
all concerned should also be a duty of C. I. D. Officers. 

rnari a nnH 2 ;!w'r~J axe ? on goods and passengers carried by 
far inr J ,la d ^ aterWays should be the exclusive field 
of such i taxTv q 0 t ? ug r - ment their revenue. Utilisation 
ciolwin J™ b ^ Sta l e government will affect the Muni- 

ancf thp tJti- J he , hl ? tory of finances, the convention 
and the existing structure of taxation reveal bevond a 

a e so°urc P bl of dOUbt tbe tax Payer has acceptld it as 
a source of income tor local bodies. 

Para. 217. It is only in Nasik Municipality where a 
good reyenue from pilgrim tax can be derived. People 
who visit these holy places enjoy the amenities of the 
local bodies where they temporarily stay and as such it 
is quite reasonable that floating population should con- 
tribute to municipal exchequer when they reside tem¬ 
porarily. The local body is required to incur expendi- 
ture for the protection of life of its citizens on a large 
measure due to continuous number of floating popula- 
tion. Such local bodies have to make arrangements for 
providing medical relief to each such floating popula- 
Lon and to enforce stricter preventive measures to check 
outbreak of epidemics. Business and trade centres 
afford opportunities for increasing trade and commerce 
to attract floating population to the cities. It is how¬ 
ever necessary to devise method of tax such floating 
population. If tax is levied at the Railway office it will 
serve purpose; but the persons who reside in suburbans 
and visit the city for trade and calling, will be heavily 
taxed. Thus such person and persons who visit often 
deserve to have same concessions. The levy of (ax on 
floating population is justifiable provided it is based on 
incidence of expenditure the local body is required to 
spend for amenities. Merely taxing people who reside 
in hotel will not serve the purpose. I am of opinion 
that there should be equitable distribution of taxes on 
percentage basis between permanent residents and float¬ 
ing population. Check and counter-checks will have 1o 

de ^ 1 ®f d for bringing in revenue legally due by the 
bodle .®- . F ? r tfle reasons stated above, I have to 
state that it is just and equitable to levy taxation with 

cities 1 ” taX ° n tbS floatlng Population in the bigger 

. f ara -. 2 , 18 -- p ? 11 ; a ^ is a fax on per capita. It requires 
Iwo distinguished from profession tax, which is levi¬ 
able on trades, callings and vocations including all em- 
SiuiT? and remunerated by salary or fees. Poll tax 
will *iot be suitable to our country as the paying capacity 
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ot large masses of the public is practically very poor. 
With the depression in the trade, unemployment is in¬ 
creasing ana the people can even to maintain them¬ 
selves. This is also reflected in recovery of taxes levied 
on immovable properties in Municipal limits. This is 
clear pointer that the people owning and possessing pro¬ 
perties of rateable values less than Rs. 600 per annum 
are finding it difficult to pay taxes from their income. 
These owners have other sources of income also ; but 
Income ot all the sources together hardly make them 
to pay taxes. To levy poll tax in this country, is there¬ 
fore, not practicable or advisable, due to rampant 
poverty which is prevailing in this country. 

This tax is not levied by the Municipality. The levy 
of it, is bound to be resented by the people. The in¬ 
herent defect in providing for recovery of such tax also 
deserves consideration. The large number of persons 
liable to pay tax cannot have immovable property and 
to bring books the evasions of taxes is a difficult task. 

1 am ot opinion that this form of tax will not bring an 
appreciable income and it is neither desirable nor 
feasible to levy “ poll tax ” as a form of local and/or 
state taxation. 

Para. 219 (a).—Nil. 

Para. 219 (b).—Toll is a suitable form for local taxa¬ 
tion. This source of income should be completely left 
to the field of local taxation. Any form of State taxa¬ 
tion in this field will affect the steady growth of trans¬ 
port vehicle. The bullock cart traffic in this town brings 
in revenue and taxation of such a low medieval mode of 
transport by State Government is not desirable. The 
status quo in tins field of taxation may please be main¬ 
tained. 

Para. 220.—I agree with the recommendation of the 
Local Finance Enquiry Committee that the limit of 
Rs. 250 placed on profession tax by the constitution 
should be raised to Rs. 1,000. This field of taxation 
should be entirely left for local bodies revenue. The tax 
may generally be regulated with reference to cost of 
service so that the tax payer may not grudge against 
it. It should be exhaustive and should include all kinds 
of trades. It should be levied 1 as a tax on trades, call¬ 
ings or vocations including all employment remunerated 
by salary or fees. In U. P. Professional Tax Limita¬ 
tions Act 1941 is passed. This was considered by High 
Court of Allahabad on 11th May 1948 in District Court 
Farukabad vs. Messrs. Prag Datt & Brothers and 
issued injunctions against the District Board restraining 
it from realising more than Rs. 50 per annum. Thus 
it is not desirable to levy maximum limits of realising 
this tax. 

The tax should be compulsorily levied by Corpora¬ 
tions. Borough Municipalities and smaller municipal¬ 
ities may be given discretion in levying this tax. This 
will not yield a substantial revenue within Municipal 
limits where there is no trade or business. The Subur¬ 
ban Municipalities will not get good income unless the 
tax is levied irrespective ot the fact that the person 
deriving such income gets it within the municipal limits 
or not; because almost all persons residing in the neigh¬ 
bourhood of corporations, generally serve within the 
limits of Corporations. The safe guard for levying such 
tax should be the residence of the tax payer and not the 
place of business. Considering the cost of living, it is 
suggested that the person whose monthly income is less 
than Rs. 100 may be exempted. This Municipality is 
not levying this tax and is of opinion that profession 
tax can never be a source of much income owing to the 
disproportionately large collection charges. This Muni¬ 
cipality is levying house tax, octroi tax on goods imported 
by roads and terminal tax on goods imported by rail¬ 
ways and as such the levy of profession tax within the 
limits of this Municipality will increase the cost of living 
and hence it is not suitable with regards to this Muni¬ 
cipal limits. 

To recover the legitimate dues from the tax payer, 
it is necessary to give wider power to the Municipality, 
as is done in the case of income tax. It is civic duty 
to pay local taxes and in case of evasion or under assess¬ 
ment, it is necessary to strengthen the hands of the 
Municipality by empowering it to call for account. The 
statistics and information available with t.he Income 
Tax Department, should also be made available to the 
taxing authority. To create conditions of better correla¬ 
tions between Central Government, State Government 
and local bodies, is absolutely necessary so that each 
will help as a check and counter check for the other. 
There is no justification or equity why each taxation 
department should be water tight and should not help 
and guide other department in the process of legql dues 


recoverable from the tax payer. Income Tax Depart¬ 
ment of Central Government, Sales Tax Department of 
State Government, octroi, terminal tax and collection 
of taxes department of local bodies, should have co¬ 
relation with each other and all available facilities and 
information of all these departments should be open 
entirely for each of them. The statutory limitations in 
withholding the information called for- fixing the taxes, 
should be withdrawn and exemption in the act enabling . 
these departments to get the information, should be pro¬ 
vided. Section of the Income Tax Department requires 
suitable modifications. Similarly, all provisions of the 
Act which create obstacles in getting information for 
taxing purposes should be suitably amended. Recovery 
by withholding such information from taxing authority 
results in under assessment and taxing authority on 
principle of equity, should be so correlated that the in¬ 
formation witn each ot them should be used as a 
check and guide for other. This will help to improve 
the line of administration at a minimum cost. Expendi¬ 
ture on collection of taxes is a heavy charge on public 
funds and hence correlation of each department in the 
interest of revenue is absolutely necessary. 

Para. 221.—This local body is levying theatre tax on 
each performance. The rate prevailing within the juris¬ 
diction of this Municipality is as follows: — 

(1) Dramas or musical concerts . . Rs. 5 0 0 

(2) Circus, etc.Rs. 5 0 0 

(3) Tamasha.Rs. 2 0 0 

(4) Cinema show.Rs. 3 0 0 

The annual income from this source amounts to Rs. 

In addition to this State Government is recovering 
entertainment tax. It is levied on the value of ticket 
sold. This entertainment tax and theatre tax should 
be the exclusive field for taxation by local bodies. The 
film industry is reported to be heavily taxed. It is also 
learnt that due to depression in trade the number of 
person resorting to cinema as a means of recreation, is 
decreasing. This industry is stated to be heavily hit 
and the owners who could get abundant profit during 
war time, are finding difficult to run the theatre. Re¬ 
cently the management of theatres is reported to have 
changed hands due to loss in their business. I am ol 
opinion that the rate of present taxation of this trade 
should not be increased. The only modification requir¬ 
ed is to transfer the income from this source to the 
revenue of local bodies. Theatres running foreign films 
may be made to pay more taxes in form of theatre and 
entertainment tax. Distinction between theatres run¬ 
ning foreign films and Indian films is necessary. It is 
in the fitting of things that persons who afford to have 
foreign luxuries should pay more by way of theatre 
and entertainment taxes. The licence fee should be so 
levied as not to hamper the industry and at this source 
it is possible to treat that as a suitable form of taxation 
for more general adoption. 

Para. 222.—Section 18(1) of the Bombay Town Plan¬ 
ning Act, 1915, describes that the cost of the scheme 
shall be met wholly or in part by a contribution to be 
levied by the local authority on each plot included in the 
scheme. Section 18(2) states that the owner of each 
plot included in the final scheme shall be pri¬ 
marily liable for the payment of the contribution in 
respect of such plot. Thus it is only when the Town Plan¬ 
ning Act is resorted to, that the local authority gets con¬ 
tribution for betterment charges. There is no provision 
under the Bombay Municipal Boroughs Act, 1925 about 
betterment charges. However the Bombay Municipal 
Boroughs Act, Section 52 provides for recourse to the 
Land Acquisition Act, 1894 when there is any hinderance 
to the permanent or temporary acquisition by a munici¬ 
pality upon payment of any land or building required 
for the purpose of the Bombay Municipal Boroughs Act 
1925. The provision of the Land Acquisition Act pres¬ 
cribes lengthy procedure for acquiring the property. 
Standardisation of payment of compensation on sur¬ 
rounding prices of land, is necessary to avoid the dila¬ 
tory method of Panchanama which is generally exces¬ 
sive in value due to interested Panchas. It is suggest¬ 
ed that the provisions regarding levy of betterment 
taxes by Municipalities in connection with the improve¬ 
ment of the town, is necessary. 

Para. 223—Nil. 

Para. 224.—The local bodies generally do try their 
best to have fuller utilisation of their tax resources.^ 
The economic condition of the citizen of each town is 
bound to be differ and hence it is not possible to pres¬ 
cribe a fixed percentage for ail the towns. Besides 
famine and water scarcity in some towns generally 
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affect the finances of the local bodies. During famine 
years, Government exempt the agriculturists from pay¬ 
ment of taxes ; but there is no provision similar to tne 
any mentioned above. It is suggested that Government 
may give friendly advice to the local bodies for mobilis¬ 
ing their sources of revenue. The circumstances pre¬ 
vailing in each town pecuniary difficulties and chronic 
sufferings due to outbreak of epidemic and heavy expen¬ 
diture for meeting periodical water scarcity, should also 
be taken into consideration. It is not possible to com¬ 
pare the Municipalities merely by population of each 
town or revenue, but a cumulative effect of all things 
should be considered. 


bodies should tax on and the same vehicle for the same 
period, should not be allowed. This artificial distinc¬ 
tion creates complications in recovery of taxes and re¬ 
sults in unfair competition of reducing taxes on vehicles. 
In all cases equity should be allowed to prevail. 

Para. 226.—Nil. 

Para. 227.—The detail answers in the above mentioned 
paragraphs cover the majority of topics in which recom¬ 
mendation of the Local Finance Enquiry Committee are 
wholly or partly accepted and in some cases the recom¬ 
mendations are totally rejected. 


Para. 225.—It is general practice to appoint a 

Mamlatdar for rating the properties within the jurisdic- The recommendations of Local Finance Enquiry 

tion of the local bodies. The rating is special subject Committee to simplify the procedure of loan application 

and its technique is required to be properly studied. deserve consideration. There is no reason why the 

The evolution of rating in India is on the model of Eng- State Government should hesitate in giving guarantee 

lish laws. In England, special trained persons are f° r return redemption of municipal loan with interest at 

employed by County Councils to fix the rateable value. concessional rate. 

In India the work is left to be done by inexperienced 

valuers and there is no technical personnel available to Banks give cash credit to their individual share 

carry out this important work. The inexperienced per- holder and in some cases concession of overpayment 

sons from revenue department cannot do much to facilities are also enjoyed by the individuals. The Act 

improve the state of affairs. To improve this, it is neces- should make similar provision to get overpayment and 

*ary to have panel of officers trained in this work and cash credit for Municipalities from Banks where its’ 
through this independent agency, the work of general amount is maintained. If a local body desires to repay a 

revision of all properties once in every four years at Government loan earlier than due date, it should be 

least, should tie done. ' encouraged to do so. Municipal Bank for each State 

may be established to give loans to the Municipalities in 
The collection work is also required to be entrusted accordance with the provisions of the Local Authorities 
to outside agency. The persons who are Municipal Loans Act. 

servants cannot take drastic action ; because their ser¬ 
vice depends upon the goodwill of the elected element. Para. 228.—It is not desirable to make provision for 

These officers should have a different cadre and should manual labour being contributed as an additional tax. 
be transferable after every three years. Discontinuance However, it is practicable to make provision for manual 

of services should be allowed for non-payment of any labour being contributed in payment or part payment 

tax. The arrears of taxes should be further penalised by 0 f existing tax only in case of State or Central Govem- 
imposing penal interest at 6 per cent. Summary proce- ment. To introduce it in the field of local authorities is ’ 

dure such as for land revenue, may also be prescribed. a difficult task, because such a tax payer being a voter 

Transfer in record of rights should be made to depend can influence through elected element. The obligatory 
upon the production of receipt of Municipal payment till and discretional duties of the the local bodies are so 

the end of official year during which transfer is pro- wide that it is impossible to give adequate return to the 

posed. Income tax and sale tax offices should also be tax payers. Being justly dissatisfied, it is inequitable 

asked to insist upon production of the receipt of pay- to compel them to contribute by manual labour for pay¬ 
ment of local taxes. All the taxing authorities should ment of taxes. The local bodies cannot exercise com- 

neip each other in the common interest and try to help plete control which may lead to increase the tendency 

each other. Correlation of all these departments will among the tax payers to contribute payment by labour 

certainly help make administration in this respect because of the work assured. Introduction of such 

more efficient and more economical. The wilful default- system will result in retrenchment of daily labour simply 

ers of rent should be made responsible for payment of to orovide work for tax payer desirous of making pay- 

taxes. Provision to stop all kinds of services to such ment by manual labour. This will result in discord and 

a tenant should be made and summary procedure for disaster for local bodies. The State Government and 

early collection of rent through the Court may also Central Government have large and wider sphere to 

please be made. employ such a personnel. Five years’ Plan and such 

., , , . . .... others may give employments to tax payer and thus the 

Equity should prevail m cases of vehicular taxes and State Government as well as the tax payer will be 

only one local body may be allowed to tax it even if the happy for such a solution. Ultimately in building of 

vehicle makes normal use of the roads of other local nation, labourer plays an important part and hence 

bodies. Reciprocal arrangement between adjoining local such experiment in this field seems practicable and 

bodies should be allowed. Technical differentiation that workable. The local bodies have limited and routine 

Cantonment is not a Municipality and hence both local work and hence there is no scope for such employment. 



Replies of the Bombay Municipal Corporation to the Questionnaire and the 
. Supplementary Questionnaire of the Taxation Enquiry Commission. 


MEMORANDUM A. 

1. The Bombay Corporation is governed by Bombay 
Act III of 1888 as amended from time to time. Under 
Section 5 of the Act the Municipal Corporation of 
Greater Bombay is to consist of 124 councillors elected 
ward-wise. The statutory authorities under the Act 
are— 

(1) The Corporation, 

(2) The Standing Committee, 

(3) The Improvements Committee. 

(4) The Education Committee, 

(5) B. E. S. T. Committee, 

(6) The Municipal Commissioner, 

(7) The General Manager. B. E. S. T. Undertaking 

of the Corporation. 

The obligatory and discretionary duties of the Cor¬ 
poration are set out in Sections 61 to 73 of the Act. The 
scope of Municipal functions is sufficiently wide and 
virtually every thing that is likely to promote public 
safety, health, convenience or instruction could be under¬ 
taken by the Corporation under provisions of Section 
63 (fc) of the Act. 

The Municipal Commissioner is the Chief Executive 
Officer and is appointed by Government for a renew¬ 
able period of 3 years. He is assisted by three Deputies 
who in their turn are assisted by Departmental heads, 
each in charge of a particular service. The following 
are the main administrative Departments :— 

'(1) Assessment and Collection 

(2) Water Works 

(3) Public Health and Medical Relief 

(4) Primary Education 

(5) Fire Brigade 

(6) Markets and Slaughter Houses 

(7) Gardens 

(8) Accounts 

(9) Licence 

(10) Engineering 

(11) Estate and Land Management. 

There have been no radical changes in the above 
administrative set up during the pre-war, war and post¬ 
war periods. In the post-war period the Municipal Act 
had to be suitably amended following the acquisition of 
the B. E. S. & T. Undertaking and the extension of the 
Corporation’s jurisdiction under the Greater Bombay 
Scheme. 

During the same period, Primary Education, which was 
managed by the Schools Committee of the Corporation 
as an autonomous body with all administrative and 
executive functions vested in them was brought under 
the direct control of the Municipal Commissioner and 
ultimately of the Corporation, by an amendment of the 
Act in 1950. 

2. The Budgetary position in the pre-war period was 
more or less stable as could be seen from the following 
figures of Income and Expenditure :— 


Budget A. 


Year 

Income 

Expenditure 

Surplus 

1934-35 

3,19,33,106 

3,16,19,059 

3,14,047 

1935-36 

3,23,76,453 

3,12,97,539 

10,78,914 

1936-37 

3,20,58,229 

3,19,29,489 

1,28,740 

1937-38 

3,30,16,418 

3,27,48,184 

2,68,234 

1938-39 

3,47,67,275 

3,34,84,350 

12,82,925 ' 

During the war, the balancing of the Budget, though. 

difficult, did 

not present 

a grave problem, 

in as much 


as certain works, though necessary for maintaining the 
essential services, could not be undertaken for want of 
materials. 

In the post-war period the Corporation has been 
faced with a peculiarly difficult position. While the 
number of buildings, on which depends the productivity 
of Municipal Rates, has remained almost static, the 
population which determines the extent of Municipal 
services has increased by almost 100 per cent. The 


heavy drain on Municipal funds resulting from the need 
to re-instate or re-habilitate Municipal assets neglected 
during the war, coupled with the ever-increasing 
demands for services to cater to the needs of the grow¬ 
ing population has been causing grave anxiety in the 
matter of balancing the Municipal Budget. 

The high cost of living since the war has also led to 
a general revision of grades and increase in D. A. to 
the staff, under various awards of Industrial Courts, 
resulting in a very considerable rise in the Establish¬ 
ment costs. At one time, the financial difficulties could 
only be overcome, and that too partially, by non-recur¬ 
ring grants-in-aid from Government tc the tune of 
Rs. 80 lacs. 

In addition to the foregoing factors, the large capital 
outlay on the V. C. T. Scheme for augmenting the city’s 
water supply has imposed a heavy burden of debt 
charges on the Corporation’s revenues. Conditions in 
the money market, which have dictated higher interest 
rates and shorter borrowing periods have aggravated 
the situation. Inelasticity of Municipal Revenues, fol¬ 
lowing control on rents and a set-back in new building 
activity as a consequence of this control, shyness of 
capital and scarcity of building materials have been 
other factors of note in the deterioration of the financial 
position. The increase in population has necessitated an 
expansion of services, but this had, by and large, to be 
done, not by an increase in revenue receipts from the 
growing population but by a resort to higher and higher 
taxation, with its increditable results. 

The Vaitama-cum-Tansa Scheme for the augmenta¬ 
tion of the City’s water supply may be taken to be the 
major Development Scheme on which about Rs. 6-75 
crores have already been spent out of a total estimated 
cost of Rs. 16-85 crores. 

Though such Development Schemes, including 
schemes for Housing the Poor, etc., are financed from 
loan funds, the Interest and Debt charges thereon con¬ 
stitute a heavy burden from year to year on the already 
depleted finances of the Corporation. 

3 and 4. During all the three periods,—i.e., pre-war, 
war and post-war—revenue from taxes has been pre¬ 
dominant, the share of revenue from specific taxes levied 
and collected by the State being nil and the grant»-in- 
aid forming but a small part of the total revenue. The 
non-tax revenue of the Corporation, which was more * 
or less steady during the first two periods, has shown 
an increase during the post-war years as a result of the 
Corporation taking over the B. E. S. T. Undertaking. 
The figures of annual income during the years 1948-49 
to 1952-53 from these different sources are given in the 
statements in form ‘ A ’ annexed. 

Deficit budgets have become a chronic feature dur¬ 
ing the past few years. It is partly due to the inelastic 
and limited sources of income placed at the disposal of 
the Corporation and partly on account of the tremen- 
* dous increase in the Establishment charges including 
Dearness Allowance due to revision of scales as a 
result of Industrial Awards. The main sources of 
revenue are the property taxes comprising general tax, 
water tax and halalkhor tax and the municipal wheel 
tax and the town duties. The water and halalkhor taxes 
have all along been levied at 3} per cent, and 3 per cent, 
respectively. Water Charges levied in lieu of water tax, 
where water is supplied by meter, have however varied 
from time to time. In the case of municipal general tax 
(including fire tax at J per cent.) there have been 
following changes : 

The tax was levied at 114 per cent, during the period 
from 1936-37 to 1944-45. In 1945-56 it was raised to 
124 per cent, and in the following year to 144 per cent. 
From 1-10-1947 the rate of fire tax being increased by 
1 per cent the general tax came to be levied at 14J per 
cent. The maximum limit of percentage of general tax 
was 17 per cent, till it was increased to 21 per cent, 
by Bombay Act 76 of 1948 and from the year 
1952-53 the Corporation is levying general tax at 17* 
per cent, at which level it continues. Municipal wheel 
tax is being levied at the maximum rates prescribed 
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In Schedule G of the Bombay Municipal Corporation 
Act. This Schedule was amended in 1948 so as to in¬ 
crease the levy by about 50 per cent. 

The Municipal water and halalkhor taxes are called 
“ service taxes ” and they cover the expenses for the 
services rendered. The General Tax is a revenue rais¬ 
ing tax. The proceeds of this tax are utilized for meet¬ 
ing different liabilities of this Corporation and also for 
providing different civic amenities. 

The income from Municipal taxes has advanced very 
little from pre-war level, since it is based on rents of 
properties in the City and they have been controlled 
since 1940. The increase in rateable value over that 
of 1940, is due to new constructions in the City after 
the cessation of World War II. A small percentage can, 
however, be attributed to revision of values of under¬ 
assessed properties. 

5. As it was not possible for the Corporation to meet 
its minimum requirements, Government was requested 
to increase the maximum limit of the general tax from 
17 per cent, to 21 per cent, (as per recommendations of 
the Shroff Committee). The request was acceded to by 
Government. The Government was also from time to 
time requested to give a reasonable share in Betting 
tax, Entertainment tax, tax on transfer of properties. 
Duty on petrol, Electricity duty and Registration and 
licence fees on motor vehicles, as these taxes were of a 
local nature. Duty on petrol, however, falls under the 
purview of the Central Government. The response from 
Government to these requests has not been encourag¬ 
ing. Government was also requested to allow the 
Municipality to levy a terminal tax on passengers, but 
without effect. The Corporation have been permitted 
to levy a theatre tax since 1950. Consideration has at 
times been given to the levy of terminal and profes¬ 
sional taxes. The former is now, however, within the 
purview of the Central Government and legislation 
needed for the latter has not been enacted as doubts still 
exist about the propriety and feasibility of levying such 
a tax. 

6. It is not feasible to increase the present level of 
the general tax to its maximum percentage admissible 
as some safety margin has to be left for future borrow¬ 
ings and the tax has to be related to the capacity to 
pay. The incidence of local taxation has been gradual¬ 
ly increasing. It was about Rs. 4-8-0 per capita in the 
year 1884-85 and at present it is about Rs. 30-4-0. The 
incidence of local taxation in the City of Bombay accord¬ 
ing to the Local Taxation Enquiry Committee is the 
highest. It may be noted here that besides the Muni¬ 
cipal taxes, the U. I. P. tax is levied on properties by 
the State Government. This tax was first imposed in 
1939 to meet the loss of excise revenue resulting from 
the Government’s prohibition policy. It was levied 
originally at 10 per cent, of the rateable value. At 
present it is levied at the rate of 5 per cent, on pro¬ 
perties, whose rateable value exceeds Rs. 2,000 and at 
2i per cent, on properties with lower rateable value. 
Properties whose rateable value is below Rs. 500 are 
exempted from the levy of the U. I. P. tax. The rate¬ 
payer has thus to pay a heavy amount every year by 
way of -municipal tax and government tax and as such 
to increase the present level of property taxes is im¬ 
practicable. 

7. The work of collection of taxes is done through 
Ward Offices of Assessment and Collection Department. 
For this purpose, Greater Bombay is divided into 
different Wards and each Ward is placed in charge of 
a Superintendent assisted by one or two Deputy 
Superintendents, who in their turn are assisted by Ward 
Inspectors. The work of primary inspection of proper¬ 
ties is done by the Ward Inspectors. All cases of in¬ 
creases in value are shown to superior officers. The 
latter also independently check a certain percentage of 
properties everv year to see if any value needs revision. 
The rateable values of properties are fixed on the basis 
of rent unless the rent happens to be concessional, as 
for example between relations or between master and 
servant, in which case it is fixed on comparative basis. 
There are, however, certain properties which are not 
intended to be let. As for example Government build¬ 
ings, Port Trust, Railway, Race Course. For assessing 
such properties, Courts have evolved different methods. 
Government properties (excluding of residential build¬ 
ings) are assessed according to Contractor’s Test, i.e., 
by taking 4 to 5 per cent, on the cost of land and 6 per 
cent, on the cost of structure. The Port Trust, the 
Railways and the Race Course are assessed on Profits 
Basis. When a change is effected in the rateable value, 
the rate-payer is intimated by a notice. If he does not 
complain against the value within 15 days, it becomes 
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final. If he complains within that period, his complaint 
is registered and investigated by an Investigating 
Officer, who on seeing the premises, if necessary, con¬ 
firms or modifies the value. If the assessee is aggrieved 
by his decision, he can appeal to the Chief Judge of the 
Small Causes Court within 15 days. A further appeal 
to the High Court is provided if the rateable value 
involved is higher than Rs. 2,000 or if a point of law or 
usage is involved. Assessment of properties and collec¬ 
tion of taxes is done by the same Ward jjtaff. The 
collection of taxes was not satisfactory hitherto as legal 
provisions for recovery were inadequate. The arrears 
were anything from 15 per cent, to 19 per cent. The 
Act has been recently amended whereby a penalty ol 
20 per cent, is made leviable. This is expected to speed 
up collection. The cost of collection is about 2 per cent. 

8. Tax evasion in property taxes is not practicable 

as the taxes are levied on real estate and not on perso¬ 
nality or movable property, and they constitute a first 
charge on the property. There may be delay in pay¬ 
ment, but not evasion. Some evasion is possible in 

municipal wheel tax. This tax is leviable from the 
owner of or a person having possession or control of 
any vehicle or animal. But when they change hands 

frequently and are removed out of the City recovery 

becomes difficult. It is difficult to state the magnitude 
of such evasion. Government were requested to collect 
this tax along with their own tax through the R. T. O 
but on account of regional and other difficulties, Govern 
ment have been unable to agree. 

9. There is nothing to add to the above. 

10. The required information can be found in the 
statements below. 


BUDGET A.—CITY. 

Year 1947-48. 

A.— General Information. 

Actuals 

mm Rs. 

(1) Population : 

(a) As per Census 1941 . 14,89,883 

(o) As per rationing authority . . 25,53,735 

(2) Total income from all sources 6,70,05,880 

(3) Total income from rates and 

taxes. 5,32,27,028 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 . 44-15-7 

(b) As per rationing autho- 

n „ rity .... 26-3-10 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1941 . 36-2-6 

(b) As per rationing autho¬ 

rity .... 21-1-6 


B.—Details of Income. 

1.—Tax Revenue — 

(i) General Property Tax 2,29,65,301 
(Tax on houses and 

lands). 

Fire Tax . . 8,45,384 

(ii) ‘ Service ’ Taxes 1,83,36,099 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(in) Local Fund Cesses . 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls 

(vi) Taxes on goods and 

passengers carried by 
road or inland water¬ 
ways 87.75,728 

(Town Duties;. 

(vii) Taxes on vehicles, 

animals and boats 22.64.246 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement 
and ‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 

and rates (to be speci¬ 
fied separately) . . 40,270 

Total . 5,32,27,028 
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BUDGET A.—CITY —contd. 
Year 1947-48 —concld. 

B.— Details of Income — concld. 

Actuals 


II. — Non-Talc Revenue — 

(a) Grants from Government 

(including contribution 
in lieu of tolls) . 

(i) for roads and 

buildings t . . 75,000 

(ii) for education . 9,75,017 

(iii) for Medical and Public 

Health purposes . . 7,120 

(iv) for other purposes . 33,73,863 

Total 44,31,000 

(b) Fees, Fines, etc. . 38,78,018 

(c) Rents from Municipal - 

lands and Buildings . 7,52,539 


(cl) Transfer from B.E.S.T. 

Undertaking . 

(c2) Contribution from Budget 
‘A’ .... 

(c2) Contribution from Budget 
‘ D' .... 

(d) Miscellaneous . . 47,17,295 

Grand Total of B . 6,70,05,880 


C.— Details of Expenditure. 

(i) Administration 21,98,445 

(including debt charges 
—Rs. 41,928). 

(ii) ‘ Service ’ (water supply, 

drainage, Conservancy, 

Lighting, etc.). 

(a) Water Supply (includ- 85,39,873 

ing debt charges 
Rs. 56.31,783). 

(b) Fire Service (including 

debt charges— 

Rs. 74,584) . . 11,03,588 

(c) Conservancy, Halalkhor 

and drainage Service 
(including debt 
charges, Rs. 3,80,606) 76,83,663 

(d) Lighting Charges* . 11,13,190 

(iii) Medical and Public 
Health (including debt 

charges—Rs. 5,23,004) 58,34,216 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 

Rs. 53,14,370) . 76,60,564 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 

Rs. 83,80,551) . 86,23,025 

(vi) Education Secondary 

(including debt 

charges Rs. 1,429) . 68,670 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 29,96,319 
Budget C Rs. 

Budget D Rs. 

(including debt 

charges—Rs. 5,62,847) 1,37,87,440 

Total . 5,66,12,674 

* No separate figures of Debt charges available, 
t Contribution in lieu of tolls at Rs. 25,000 per year. 
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BUDGET A—CITY—contd. 

Year 1948-49. 

A.—General Information. 

Actuals 

Rs. 

(1) Population : 

(a) As per Census 1941-1951 . . . 14,19,883 

(b) As per rationing autho¬ 

rity . 27,40,933 

(2) Total income from all sources 7,13,86,357 

(3) Total income from rates and 

taxes .... 5,20,70,944 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 . 47-14-7 

(b) As per rationing autho¬ 

rity .... 26-0-8 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1941 . 35-8-1 

(b) As per rationing autho¬ 

rity .... 19-4-9 

B.—Details of Income. 

I. —Tax Revenue — 

(i) General Property Tax 2,37,30,441 
(Tax on houses and 

lands). 

Fire Tax . . . 12,31,631 

(ii) ‘Service’ Taxes 1,83,16,382 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses . 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) . 

(v) Tolls . •. 

(vi) Taxes on goods and 

passengers carried by 
road or inland water¬ 
ways .... 62,21,527 

(Town Duties.) 

(vii) Taxes on vehicles, 

animals and boats 25,30.685 

(viii) Profession Tax . 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement 
and ‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 

and rates (to be speci¬ 
fied separately) • . 40,278 

Tax on Dogs 

Total 5,20,70,944 

II. — Non-Tax Revenue — 

(a) Grants from Government 

(including contribution 
in lieu of tolls) . . 

(i) for roads and 
buildings 

(ii) for education . . 9,83,913 

(iii) for Medical and Public 

Health purposes . 13,170 

(iv) for other purposes . 55,63,234 

Total . 65,60,317 

(b) Fees, Fines, etc. . 45,67,315 

(c) Rents from Municipal 

lands and Buildings . 7,58,100 

(cl) Transfer from B.E.S.T. 

Undertaking 5,00,000 

(c2) Contribution from Budget 
‘A’ .... 

Contribution from Budget 
‘D’ .... ... 

(d) Miscellaneous 69,29,681 

Grand Total of B 7,13,86,357 




BUDGET A.—CITY— contd. BUDGET A.—CITY —contd. 

Year 1948-49— concld. Year 1949-50— contd. 

C.— Details of Expenditure. B.— Details of Income. 


(i) Administration 

(including debt charges 
—Rs. 41,636.) 

(ii) ‘ Service ’ (water supply, 
drainage, Conservancy, 
Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges 
Rs. 59,87,670) . 

(b) Fire Service (including 

debt charges, 
Rs. 72,637) 

(c) Conservancy, Halalkhor 

and drainage Service 
(including debt 
charges—Rs. 3,75,364) 

(d) Lighting Charges* 

(iii) Medical and Public 

Health (including debt 
charges, Rs. 5,51,112) . 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 
Rs. 53,63,105) 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 
Rs. 98,10,257) 

(vi) Education Secondary 

(including debt 
charges Rs. 1,375) 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 31,71,923 
Budget E Rs. 

Budget D Rs. 
(including debt 
charges Rs. 5,72,915) 


Rs. 


Actuals 

• 

25.53,441 

1.—Tax Revenue — 

Rs. 


(i) General Property Tax 

2,50,40,901 


(Tax on houses and 
lands). 



Fire Tax 

13,32,735 


(ii) ‘Service’ Taxes 

1,96,82,610 


(Water, Lighting, drain¬ 



age, Conservancy, etc.), 
(i.i) Local Fund Cesses . 


L,00,95,001 

(iv) Octroi and Terminal 


Taxes (To be shown 



separately) 



(v) Tolls 


13,51,865 

(vi) Taxes on goods and 


passengers carried by 



road or inland water¬ 
ways .... 

68,81,140 

90,8.9,632 

(Town Duties.) 

(vii) Taxes on vehicles, 


animals and boats 

30,64,445 

14,38,916 

(vii'i) Profession Tax . 


(ix) Theatre Tax 



(x) Pilgrim Tax 


75,57,143 

(xi) Town Improvement 
and ‘ Betterment ’ Taxes 


(xii) Other taxes, Cesses 



and rates (to be speci¬ 
fied separately) . 

40,103 

93,85,463 

Tax on Dogs 



Total 

5,60,41,934 

,00,62.221 

62,963 

II. — Non-Tax Revenue— 

(a) Grants from Governmeni 
(including contribution 
in lieu of tolls.) . 



(i)for roads and 
buildings* 

25,000 


(ii) for education 

9,80,466 


(iii) for Medical and Public 
Health purposes 

6,696 


(iv) for other purposes 

6,34,515 


Total . 16,46,677 

1,72,82,583 —-- 


Total . 6,88,79,228 


Year 1949-50. 

A.—General Information. 


(1) Population: 

(a) As per Census 1941 . . . 14,89,883 


(b) Fees, Fines, etc. . . 50,15,343 

(c) Rents from Municipal 

lands and Buildings . 7,61,142 

(cl) Transfer from B.E.S.T. 

Undertaking . . 10,83,535 

(c2) Contribution from Budget 

‘A’ . 

(c2) Contribution from Budget 
‘D’ .... 

(d) Miscellaneous . . 59,33,497 


Grand Total of B . 7,04,82,122 


(b) As per rationing autho¬ 
rity . 27,71,282 

(2) Total income from all sources 7,04,82,128 

(3) Total income from rates and 

taxes .... 5,60,41,934 


C.—Details of Expenditure. 

(i) Administration . 23,09,188 

(including debt charges 
—Rs. 55,289.) 

(ii) ‘ Service ’ (water supply, 

drainage, Conservancy, 

Lighting, etc.). 


(4) Per capita incidence of total 


(a) Water Supply (includ¬ 


income : 


ing debt charges 


(a) As per Census 1941 .» 

47-4-10 

Rs. 60,18,011) 

(b) Fire Service (including 

1,00,87,076 

(b) As per rationing autho¬ 


debt charges, 


rity .... 

25-6-11 

Rs. 73,166) 

11,40,488 

(5) Per capita incidence of income 


(c) Conservancy, Halalkhor 


from taxes : 


and drainage Service 


(a) As per Census 1941 

38-5-1 

(including debt 
charges—Rs. 3,88,854) 

94,13,130 

(b) As per rationing autho¬ 


(d) Lighting Charges! 

16,72,480 

rity .... 

26-10-7 




-* Contribution in lieu of tolls. 

*No separate figures of Debt charges available. f»No separate figures of Debt charges available. 



BUDGET A.—CITY— contd. 

Year 1949-50 •—concld. 

C.— Details of Expenditure — concld. 
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BUDGET A.—CITY—contd. 
Year 1950-51 —concld. 

B. —Details of Income — concld . 


Actuals 


(iii) Medical and Public 

Health (including debt 
charges, Rs. 5,92,364) . 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 
Rs. 52,74,881) 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 
Rs. 95,87,236) 

(vi) Education Secondary 

(including debt 
charges Rs. 1,230) 

(vii) Miscellaneous including 
contribution to : 


Rs. 

88,15,194 

83,42,020 

98,58,197 

70.233 


Budget B Rs. 32,91,464 
Budget E Rs. 

Budget D Rs. 


(including debt 
charges Rs. 6,23,724) 1,93,14,272 


Total . 7.10,22,278 


Year 1950-51. 

A.—General Information. 


II. —Non-Tax Revenue — 


Actual* 

Rs. 


(a) Grants from Government 
(including contribution 
in lieu of tolls) 


(i)for roads and 


buildings* 

25,000 

(ii) for education 

24,53,684 

(iii) for Medical and Public 


Health purposes 

41,290 

(iv) for other purposes 

7,04,206 


Total . 32,24,180 


(b) Fees, Fines, etc. . 52,90,824 

(c) Rents from Municipal 

lands and Buildings . 7,69,440 

(cl) Transfer from B.E.S.T. 

Undertaking . . 11,18,325 

(c2) Contribution from Budget 
‘A’ .... 

Contribution from Budget 
‘D’ .... 


(1) Population : 

(a) As per Census 1951 

(b) As per rationing authority 


(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1951 

(b) As per rationing autho¬ 

rity . . . . 


. 23,25,945 
. 27,00,000 
(Approximate) 


7,19,83,640 

5,67,38,704 


30-15-2 

26-10-7 


Id) Miscellaneous . 48,42,167 

Grand Total of B 7,19,83,640 

C.—Details of Expenditure. 


(i) Administration 

(including debt charges 
—Rs. 46,400). 

(ii) ‘ Service ’ (water supply, 
drainage, Conservancy, 
Lighting, etc.). 


23,57,837 


(5) Per Capita incidence of income 
from taxes : 

(a) As per Census 1951 24-13-3 

(b) As per rationing autho¬ 

rity .... 21-0-2 


B.— Details of Income. 

I.—Tax Revenue — 

(i) General Property Tax 2,61,90,737 

(Tax on houses and 

lands). 

Fire Tax . . 14,11,578 

(ii) ‘Service’ Taxes . 1,84,76,409 

(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses . 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls 

(vi) Taxes on goods and 

passengers carried by 
road or inland water¬ 
ways .... 67,62,787 

(Town Duties.) 

(vii) Taxes on vehicles, 

animals and boats . 38,55,736 

(viii) Profession Tax . 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement 
and ‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 

and rates (to be speci¬ 
fied separately) . . 41,457 

Tax on Dogs 


Total . 5,67,38,704 


(a) Water Supply (includ¬ 

ing debt charges 
Rs. 66,57,676) . . 1,07,04,840 

(b) Fire Service (includ¬ 
ing debt charges, 

Rs. 71,710) . 11,93,432 

(c) Conservancy, Halal- 

khor and drainage 
Service (including 
debt charge s— 

Rs. 3,85,592) . . 96,85,728 

(d) Lighting Charges! • 16,19,657 


(iii) Medical and Public 
Health (including debt 
charges, Rs. 6,32,728) . 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 
Rs. 54,41,291) 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 
Rs. 1,01,17,628) . 

(vi) Education Secondary 

(including debt 
charges Rs. 1,176) 

(vii) Miscellaneous including 
contribution to: 

Budget B Rs. 34,63,721 
Budget E Rs. 

Budget D Rs. 
(including debt 

charges Rs. 6,90,065) 


97,31,683 

98,42,894 

1,02,37,697 

71,528 


1,93,87,439 


Total . 7,48,32,735 


* Contribution in lieu of tolls. 

•No separate figures of Debt charges available. 
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BUDGET A.—CITY— contd. 
Year 1951-52. 

A.— General Information. 

Actuals 

Rs. 

Cl) Population : 


BUDGET A.—CITY— contd. 

Year 1951-52 —concld. 

C.— Details of Expenditure. 

Actuals 


(o) As £er Census 1951 

(b) As per rationing Authority 


. 23,25,945 
. 27,00,000 
(Approximate) 


(2) Total income from all sources 7,71,50,714 

(3) Total income from rates and 

Taxes .... 6,03,84,042 

(4) Per capita incidence of total 


(i) Administration 

(including debt charges 
—Rs. 78,075). 

(ii) ‘Service’ (water supply, 
drainage, Conservancy, 
Lighting, etc.) . 

(a) Water Supply (in¬ 
cluding debt charges 
Rs. 79,86,078) . 

(b) Fire Service (including 


Rs. • 

29,37,287 


1,19,87,215 


(a) As per Census 1951 

33-2-8 

debt charges, 

Rs. 79,930) 

12,94,963 

(b) As per rationing autho- 

27-8-9 

(c) Conservancy, Halalkhor 

rity .... 

and drainage Service 


(5) Per capita incidence of income 
from taxes : 


(including debt 
charges—Rs. 3,57,339) 

99,00,281 

(a) As per Census 1951 

26-6-2 

(d) Lighting Charges* 

(iii) Medical and Public 

19,78,756 

(b) As per rationing autho¬ 
rity .... 

22-5-10 

Health (including debt 
charges, Rs. 7,18,590) . 

1,02,15,069 

B.— Details of Income. 


(iv) Roads and Buildings (in¬ 
cluding debt charges, 


1.—Tax Revenue — 

(l) General Property Tax . 2,57,58,248 
(Tax on houses and lands.) 

Fire Tax . . . 14,96,233 

(iil ‘ S e r v i c e ’ Taxes 2,18,72,057 

(Water, Lighting, 
drainage, Conser¬ 
vancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls .... 

(vi) Taxes on goods and 

passengers carried by 
road or inland water¬ 
ways . 68,51,334 

(Town Duties.) 

(vii) Taxes on vehicles, 

animals and boats . 40,44,323 

(viii) Profession Tax 

(ix) Theatre Tax . . 3,20,854 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘Betterment’ Taxes 

(xii) Other taxes, Cesses 

and rates (to be speci¬ 
fied separate) . . 40,993 

Tax on Dogs 


Total 

11. — Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls) 

(i) for roads and 

buildings* 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

Total 


6,03,84,042 


25,000 

19,24,525 

12,256 

9,29,968 

28,91,749 


(b) Fees, Fines, etc. . 53,24,517 

(c) Rents from Municipal 

lands and Buildings . 8,22,197 

(cl) Transfer from B.E.S.T. 

Undertaking . . 25,75,611 

(c2) Contribution from Budget 

‘A’ . 

Contribution from Budget ... 

‘D’ .... 

(d) Miscellaneous . . 51,52,598 


Rs. 53,77,119) . . 83,14,273 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 

Rs. 1,13,00,121) . . 1,13,00,121 

(vi) Education Secondary 

(including debt 

charges Rs. 1,176) 70,524 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 36,28,232 
Budget D Rs. 10,00,000 
Budget E Rs. 

(including debt 
charges Rs. 11,28,221) 2,12,81,436 


Total 


7,92,79,925 


Year 1952-53. 

A.— General Information. 
(1) Population : 

(a) As per Census 1951 

(b) As per rationing authority 


. 23,25,s 
. 27,00,000 
(Approximate) 
8,45,81,775 


Grand Total of B 


7,71,50,714 


(2) Total income from all sources 

(3) Total income from rates and 

^ taxes .... 6,92,56*925 

(4) Per capita incidence of total 

income: 

(a) As per Census 1951 . 36-5-9 

(b) As per rationing autho- 

„ rity .... 31-5-3 

(5) Per capita mcidence of income 

from taxes : 

(a) As per Census 1951 . 30-4-1 

(b) As per rationing autho¬ 

rity .... 25-10-5 


B.—Details of Income. 

I.—Tax Revenue — 

(i). General Property Tax . 3,22,51,699 
(Tax on houses and 
lands). 

Fire Tax . . . 14,86,108 

(ii) ‘Service’ Taxes 2,37,10,441 
(Water, Lighting, Drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 

passengers carried by 
road or inland water¬ 
ways .... 69,92,348 


* No separate figure of Debt charges available. 


• Contribution in lieu of tolls. 
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BUDGET B.—EX-IMPROVEMENT TRUST. 
Year 1945-49 —eoncld. 

A.—General Information. 


BUDGET A.—CITY.— concld. 
Year 1952-53 —concld. 


B.— Details of Income — concld. 


Actuals 

Rs. 

• (Town Duties.) 

(vii) Taxes on vehicles, 

animals and boats . 40,83,243 

(viii) Profession Tax 

(ix) Theatre Tax . 6,89,366 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 

and rates (to be speci¬ 
fied separately) . . 43,720 

Tax on Dogs 


Actuals 

Rs. 

(1) Population . 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

Taxes . 

(4) Per capita incidence of total 

income: 


Total . 6,92,56,925 


II.— Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls) . 

(i) for roads and 


buildings* . . 25,000 

(ii) for education . . 4,87,586 

(iii) for Medical and Public 

Health purposes . 39,481 

(iv) for other purposes . 6,14,727 


Total . 11,66,794 


(b) Fees, Fines, etc. 54,89,674 

(c) Rents from Municipal 

lands and Buildings . 8,08,379 

(cl) Transfer from B.E.S.T. 

Undertaking . . 28,75,682 

Contribution from Budget 

, . . . ... 

Contribution from Budget 
■D* .... 


♦ . « . ... 

(d) Miscellaneous . 49,84,321 


Grand Total of B . 8,45,81,775 

C.— Details of Expenditure. 

(i) Administration . . 29,71,155 

(including debt 
charges Rs. 1,12,863) . 

(ii) ‘ Service ’ (water supply, 
drainage, Conservancy, 

Lighting, etc.) 


(a) As per Census 1941 

(b) As per rationing autho¬ 

rity 

(5) Per Capita incidence of income 
from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

B. —Details of Income. 
I.—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.) 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties.) 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 
(ix) Theatre Tax 


(a) Water Supply (includ¬ 

ing debt charges 
Rs. 92,42,142) . 

(b) Fire Service (including 

debt charges, 
—Rs. 1,07,988) . 

(c) Conservancy, Halalkhor 

and drainage 
Service (including 
debt charges, 
Rs. 24,42,236) t . 

(d) Lighting Charges t 

(iii) Medical and Public 
Health (including debt 
charges—Rs. 12,00,810) 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 
Rs. 52,22,611) 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 
Rs. 89,59,064) 

(vi) Education Secondary 

(including debt 
charges Rs. 1,176) 

(vii) Miscellaneous including 
contribution to: 

Budget B Rs. 35,83,626 
Budget E Rs. 

Budget D Rs. 12,96,074 
(including debt 

charges Rs. 5,19,047) . 


1,33,64,981 

12,50,285 

1,13,93,347 

20,40,676 

1,16,75,624 

85,29,838 

89,59,064 

77,935 


2,20,22,756 


Total . 8,22,85,861 


* Contribution in lieu of tolls. 

+ Debt Charges reallocated on the basis of revised 
granting of the Budget Heads. 

% No separate figures of Debt Charges available. 


(x) Pilgrim Tax 


(xi) Town Improvement and 
‘ Betterment ’ Taxes 


(xii) Other taxes. Cesses 
and rates (to be speci¬ 
fied separately) 


_ Total 


.— Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls) . 


(i)for roads and 
buildings 


(ii) for education 


(iii) for Medical and Public 
Health purposes 


(iv) for other purposes 
Tobacco duty 

9,22,662 

Total 

9,22,662 

(b) Fees, Fines etc. 


(c) Rents from and other 
proceeds of properties . 

67,93,268 

(cl) Transfer from B.E.S.T. 
Undertaking . 


(c2) Contribution from Budget 
‘A’ .... 

29,96,319 

Contribution from Budget 
‘D’ .... 


(d) Miscellaneous 

5,82,701 

Grand Total of B 

1,12,94,950 



BUDGET B.—EX-IMPROVEMENT TRUST— contd. 
Year 1947-48 —concld. 

C.— Details of Expenditure. 
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BUDGET B.—EX-IMPROVEMENT TRUST—contd. 
Year 1948-49 —concld. 

B. —Details of Income— concld. 


Actuals 


Actuals 


(i) Administration (including 

debt charges—Rs. ) 

(ii) ‘ Service ’ (water supply, 

drainage, Conservancy, 

Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges 
Rs. ) . 

(b) Fire Service (includ¬ 

ing debt charges 
—Rs. ) . . 

(cl) Maintenance of Pro¬ 
perties . . . 28,62,488 

(c2) Debt charges . . 77,05,594 

(c3) Transfer of Surplus tc 

Capital A/C . . 7,26,868 

Total . 1,12,94,950 


Year 1948-49. 


11.—Non-Tax Revenue- 


Rs. 


(a) Grants from Government 

(including contribution 
in lieu of tolls) 

(i;for roads and 
buildings 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 
Tobacco Duty 

Total 

(b) Fees, Fines, etc. 

(c) Rents and other proceeds 

of properties 

(ell Transfer from B.E.S.T. 
Undertaking 

(c2) Contribution from Budget 
‘A’ . . . 

Appropriation from Capi¬ 
tal Account to meet 
the deficit in the 
General Account 

(d) Miscellaneous 


1,95,794 

1,95,794 


59,04,505 


31,71,923 


14,03,937 

5,98,536 


A.— General Information. 

(1) Population : 

(a) As per Census 1941-1951 . 

(b) As per rationing autho¬ 

rity 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income: 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per capita incidence of income 

from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

B.— Details of Income. 

1.—Tax Revenue — 


Grand Total of B . 1,12,74,695 


C. —Details of Expenditure. 

(i) Maintenance of properties 

and streets . . . 35,66,962 

(ii) Debt charges . . 77,07,733 


Total . 1,12,74,695 


Year 1949-50. 

A . —General Information. 

(1) Population: 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income : 


(i) General Property Tax . 
(Tax on houses and 
lands). 

Fire Tax 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls . . . . 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 
(Town Duties.) 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
1 Betterment ’ Taxes 

(xii) Other taxes, ©esses 
and rates (to be speci¬ 
fied separately) 

Total 


(a) As per Census 1941 

(b) As per rationing autho¬ 

rity . 

(5) Per capita incidence of income 
from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 


B. —Details of Income. 

I.—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) ... 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water- 

. ways ...» s 
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BUDGET B.—EX-IMPROVEMENT TRUST— contd. 
Year 1949-50 —concld. 

B -—Details or Income — concld. 


BUDGET B.—EX-IMPROVEMENT TRUST- 
Veor 1950-51 —concld. 

B. Details of Income— concld. 


Actuals 


(Town Duties.) 

(vii) Taxes on vehicles, 
animals and boats 
(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) ' Other taxes, Cesses 

and rates (to be speci¬ 
fied separately) 


Total 


ll. — Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls) . 

(i) for roads and 

buildings 

(ii) for education . . 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

Tobacco duty . . 10,66,000 


Total . 10,00,000 

(b) Fees, Fines etc. 

(c) Rents and other proceeds 

of properties . 60,73,457 

(cl) Transfer from B.E.S.T. 

Undertaking 

(c2) Contribution from Budget 

‘A’ . . . . 32,91,464 

Appropriation from Capi¬ 
tal a/c to meet deficit 
in the General a/c. . 58,640 

(d) Miscellaneous . 6,57,261 


Grand Total . 1,10,80,822 


C.— Details of Expenditure. 

(i) Maintenance of proper¬ 

ties and streets . . 34,54,793 

(ii) Debt charges . 76,26,029 


Actuals 


(iv) Octroi and Terminal 

Taxes (To be shown 
separately) 

(v) Tolls . 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 
(Town Duties.) 

(vii) Taxes on vehicles, 

animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 


Total 


11. - Non-Tax Revenue — 


(a) Grants from Government 

(including contribution 
in lieu of tolls) . 

roads and 
buildings 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 
Tobacco duty 

Total 

(b) Fees, Fines etc. 

(c) Rents and other proceeds 

of properties 

(cl) Transfer from B.E.S.T 
Undertaking 

(c2) Contribution from Budget 
A * , 

Appropriation from capi¬ 
tal a/c to meet deficit 
in the General a/c. 

(d) Miscellaneous 


10,66.000 

10,00,000 


59,44,342 

34,63,721 

4,12,560 

6,26,451 


Total . 1,10,80,822 


Grand Total . 1,14,47,074 


Year 1950-51. 


C. Details of Expenditure. 


A.— General Information. 

(1) Population : 

(a) As per Census 1941-51 . 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941-51 . 

(b) As per rationing autho¬ 

rity 

(5) Per capita incidence of income 

from taxes : 

(a) As per Census 1941-51 . 

(b) As per rationing autho¬ 

rity 


B.— Details of Income. 

f .—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 


(i) Maintenance of proper¬ 

ties and Streets 

(ii) Debt charges 


37,08,918 

77,37,986 


Total . 1,14,46,904 


Year 1951-52. 

A. —General Information. 

(1) Population : 

(n) As per Census 1941-51 . 

(b) As per rationing autho¬ 
rity . 

(2) Total income from all sources 

(3) Total income from rates and 

taxes .... 

(4) Per capita incidence of totai 

income : 

(a) As per Census 1941-51 . 

(b) As per rationing autho¬ 
rity . 

(5) Per capita incidence of income 

from taxes: 

(a) As per Census 1941 

(b) As per rationing autho¬ 
rity . 


contd. 





BUDGET B.—EX-IMPROVEMENT TRUST— contd. 

Year 1951-52 —eoneld. 

B.— Details of Income. 

Actuals 

Rs. 

I.—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways 

(Town Duties.) 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax . . ... 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 


/.— Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls) 

(i) for roads and 

buildings 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

Tobacco duty . 10,00.000 

Total . 10,00,000 


(b) Fees, Fines, etc. 

(c) Rents and other proceeds 

of properties . . 60,75,122 

(cl) Transfer from B.E.S.T. 
Undertaking 

<c2) Contribution from Budget 

‘ A ’ . . . . 36,28,232 

Contribution from Budget 

‘D’ 

(d) Miscellaneous . . 6,46,306 

Grand Total of B . 1,13,49,660 


C.— Details of Expenditure. 

(i) Maintenance of Proper¬ 

ties and Streets . . 33,21,217 

(ii) Cost of Management and 

Establishment to be ad¬ 
justed . . . 1,23,318 

Budget B Rs. 

Budget E Rs. 

Budget D Rs. 

(iii) Debt charges . . 76,46,742 

(iv) Transfer of surplus to 

Capital Account . 2,58,383 
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BUDGET B.—EX-IMPROVEMENT TRUST—con 
Year 1952-53. 

A. — General Information. 

Actuals 

Rs. 

(1) Population : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per capita incidence of income 

from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity 

B. —Details of Income. 

I.—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls .... 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways 

(Town Duties.) 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 

11. — Non-Tax Revenue — 

(a) Grants from Government 

(including contribution 
in lieu of tolls) 

(i) for roads and 
buildings 

(ii) for education 

(iii) for Medical and Public 
Health purposes . 

(iv) for other purposes 

Tobacco duty . . 7,41,617 

Total . 7,41,617 

(b) Fees, Fines etc. 

(c) Rents and other proceeds 

of properties . . 63,57,952 

(cl) Transfer from B.E.S.T. 

Undertaking 

(c2) Contribution from Budget 

•A’ . . . 35,83,625 

Appropriation from capi¬ 
tal a/c to meet deficit 
in the General a/c. . 5,89,824 

(d) Miscellaneous . . 6,06,009 


Total . 1,13,49,660 


Grand Total of B 


. 1,18,79,029 
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BUDGET B.—EX-IMPROVEMENT TRUST— concld. 
Year 1950-51 —concld. 

C. —Details of Expenditure. 

Actuals 


(i) Maintenance of proper¬ 

ties and streets 

(ii) Debt Charges 


Rs. 


43,30,851 

75,88,779 

1,19,19,630 


Less —The proportionate cost of 
Management and estab¬ 
lishment for previous 
year adjusted during 
1952-53 .... 1,23,318 

Less —The proportionate cost of 
management and estab¬ 
lishment to be adjusted 
hereafter . . . 82,716 


40,602 


Total 

BUDGET D—SUBURBS. 

Year 1950-51. 

A.—General Information. 


1,18,79,028 


(1) Population : 

(a) As per Census 1951 

(b) As per rationing authority 


Actuals 

Rs. 


. 5,10,151 
. 5,00,000 
(Approximate) 


(2) Total income from all sources 

(3) Total income from rates and 

taxes .... 

(4) Per capita incidence of total 

income : 

(a) As per Census 1951 

(b) As per rationing autho¬ 

rity .... 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1951 

(b) As per rationing autho¬ 

rity .... 


B.—Details of Income. 


61,16,529 

41,67,850 


11- 15-10 

12- 3-9 


7- 13-6 

8- 3-9 


l.—Tax Revenue — 

(i) General Property Tax . 21,17,905 

(Tax on houses and 

lands). 

Fire Tax 

(ii) ‘Service’ Taxes 19,10,173 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 

animals and boats 1,39,772 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 41,67,850 


BUDGET D—SUBURBS— contd. 

Year 1950-51 — contd. 

B.— Details of Income — contd. 

Actuals 


II.—NorirTax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls): 

(i)for roads and 
buildings 

(ii) for education 

(iii) for Medical and Public 
Health purposes . 

(iv) for other purposes 

Total 


(b) Fees, Fines, etc. 

(c) Rents from Municipal 

lands and Buildings 
(cl) Transfe from B.E.S.T. 
Undertaking 

(c2) Contribution from Budget 
‘A’ . 

(c2) Contribution from Budget 
‘B’ . 

(d) Miscellaneous 

Grand Total of B 


Rs. 


5,62,915 

43 

6,64,368 


12,27,326 

3,89,244 

11,829 


3,20,280 

61,16,529 


C.— Details of Expenditure. 


(ii) 


(i) Administration (includ¬ 
ing debt charges) 

‘ Service ’ (water supply, 
drainage, Conservancy, 
Lighting, etc.): . 

(a) Water Supply (includ¬ 

ing debt charges 

Rs. 6,102) 

(b) Fire Service (including 

debt charges, 
Rs. ) . . 

(c) Conservancy, Halalkhor 

and drainage Service 
(Including debt 
charges, Rs. 2,928) . 

(d) Lighting Charges* 

(iii) Medical and Public 
Health (including debt 
charges ) 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 
Rs. 69,748) . 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 
Rs. 9,80,587) 

(vi) Education Secondary 

(including debt 
charges ) 

(vii) Miscellaneous including 
contribution to: 

Budget B Rs.- t .. 

Budget E Rs. 

Budget C Rs. 


3,71,697 

1,75,785 

169 


7,19,310 

1,46,074 


3,58,088 

3,58,735 

9,80,587 

42,732 


(including 
charges ) 


debt 


Total 


12,02,780 

43,55,957 


year 1951-52. 

A.—General Information. 
(1) Population : 

(a) As per Census 1951 


(b) As per rationing authority 


. 5,10,151 
. 5,00,06u 
(Approximate) 

(2) Total income from all sources 88,99,385 

(3) Total income from rates and 

taxes . . • 53,61,914 

"* No separate figures of Debt, Charges available. 
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BUDGET D.—SUBURBS— contd. 

Year 1951-52 —contd. 

A.— General Information — contd. 

Actuals 

„, _ Rs. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1951 . . 17-7-1 

(b) As per rationing autho- 

, . city .... 17-12-9 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1951 . . 12-11-11 

lb) As per rationing autho¬ 
rity .... 10-11-7 

B.— Details of Income. 

h —Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.) 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls .... 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 
animals and boats 
(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 
<xi) Town Improvement and 

‘ Betterment ’ Taxes 
(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Tax on Dogs 


BUDGET D.—SUBURBS— contd. 
Year 1951-52 — contd. 

C .— Details of Expenditure — contd. 


9.8,85,324 


1,16,581 

20,41,778 


Total 

II. — Non-Tax Revenue — 

la) Grants from Government 
(including contribution 
in lieu of tolls) . 

(i) for roads and 

buildings 

(ii) for education Primary 
Secondary 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

Total 

(b) Fees, Fines, etc. 

(c) Rents from Municipal 

lands and Buildings 
(cl) Transfer from B.E:S.T 
Undertaking 
(c2) Contribution from Budget 
‘A’ . . . . 

<c2) Contribution from Budget 
‘ B ’ 

(d) Miscellaneous 

Grand Total of B 


2,89,177 

20,863 


8.191 


53,61,914 


5,50,000 

19,043 

802 

8,33,707 

14,03,552 

6,51,526 

31.551 


10,00,000 

4.50.842 

88,99,385 


C.— Details of Expenditure. 

(i) Administration . 5,18,744 

(including debt 
charges—Rs. 9,117). 

(ii) * Service ’ (water supply, 
drainage, Conservancy, 
lighting, etc.). 

(a) Water Supply (includ¬ 

ing debt charges 

Rs. 42,568) . . 35.02,938 

(b) Fire Service (including 

debt charges) . 


(c) Conservancy, Halalkhor 

and Drainage Service 
(including debt 
charges—Rs. 30,279) 

(d) Lighting Charges* 

(iii) Medical and Public 
Health (including debt 
charges, Rs. 9,117) 

(iv) Roads and Buildings (in¬ 

cluding debt charges, 
Rs. 2,26,847) 

Education Primary (in¬ 
cluding contribution to 
Schools Fun d— 
Rs. 15,78,242) 

Education Secondary 
(including debt charges) 
Miscellaneous including 
contribution to : 

Budget B Rs. 

Budget C Rs. 

Budget E Rs. 

(including debt charges 
Rs. 2,118) 

Total 


Year 1952-53. 


Iv) 


(vi) 

(vii) 


Actuals 

Rs. 


11,23,020 

1,39,182 


6,46,820 

9.85,817 

15,78,242 

51,145 


18,15,208 

83,61,116 


1,13,02,914 

73,08,865 


A. — General Information. 

(1) Population: 

(a) As per Census 1951 .... 5,10,151 

(b) As per rationing authority . . 5,00,000 

(Approximate) 

(2) Total income from all sources 

(3) Total income from rates and 

taxes .... 

(4) Per capita incidence of total 

income : 

(a) As per Census 1951 . 22-2-6 

(b) As per rationing autho¬ 

rity . . . . . 22-9-8 

(5) Per Capita incidence of income 

from taxes: 

(a) As per Census 1951 . 17-8-1 

lb) As per rationing autho¬ 
rity .... 14-9-11 

B. — Details of Income. 

I.—Tax Revenue — 

(i) General Property Tax 39,26,858 
(Tax on houses and 
lands). 

Fire Tax . . . 1,90,787 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 26,81,716 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways 

(Town Duties). 

(vii) Taxes on vehicles, 

animals and boats . 3,47,584 

(viii) Profession Tax 

(ix) Theatre Tax 1,49,635 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 

and rates (to be speci¬ 
fied separately) . 12,285 

Tax on Dogs 

Total . 73,08,865 

* Ho separate figures of Debt-charges available. 




BUDGET D.—SUBURBS— concld. 

Year 1952-53 —concld. 
BUDGET D.—SUBURBS— concld. 

Actuals 


II. — Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls): 


(i) for roads and 

buildings 

(ii) for education Second¬ 

ary ... 19,530 

(iii) for Medical and Public 

Health purposes 2,422 

(iv) for other purposes . 12,91,374 

Total . 13,13,326 

(b) Fees, Fines, etc. . . 7,59,242 

(c) Rents from Municipal 

lands and Buildings . 26,397 

(cl) Transfer from B.E.S.T. 

Undertaking ... 

(c2) Contribution from Budget 

‘ A ’ . . 12,96,074 

(c2) Contribution from Budget 

‘B’ . 

(d) Miscellaneous . . 5,99,010 


Grand Total of B 1,13,02,914 


C.— Details of Expenditure. 

(i) "Administration 

(including debt charges 
—Rs. 32,877) . . 8,16,592 

(ii) ‘ Service ’ (water supply, 
drainage, Conservancy, 

Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges 

Rs. 1,64,562) 20,16,132 

(b) Fire Service (including 

debt charges) 7,821 

(c) Conservancy, Halalkhor 

and drainage Service 
(including debt 
charges, Rs. 2,23,627) 17,43,410 

(d) Lighting Charges* . 1,69,002 

(iii) Medical and Public 

Health (including debt 
charges—Rs. 22,857) . 8,61,411 

(iv) Road and Buildings (in¬ 

cluding debt charges, 

Rs. 1,06,643) . . 12,70,015 

(v) Education Primary (in¬ 

cluding contribution to 
Schools Fun d— 

Rs. 9,79,298) . . 9,79,298 

(vi) Education Secondary 

(including debt 
charges) . . . 56,654 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 

Budget A Rs. 

Budget E Rs. 

(including debt charges 
—Rs. 1,307) . 23,33,218 

Total . 1,02,53,553 


BUDGET E.—SCHOOLS FUND. 

Year 1947-48. 

A.— General Information. 

(1) Population: 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes . 

* No separate figures of Debt-charges available. * 
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BUDGET E.— -SCHOOLS FUND— c ontd. 
Year 1947-48— contd. 

A.— General Information— contd. 

Actuals 

, Rs. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

B. —Details of Income. 

— Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 

(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 


11. — Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls): 

(i) for roads and 

buildings 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

Total 


(b) Fees, Fines, etc. . . 25,570 

(c) Rents from Municipal 

land and Buildings 
(cl) Transfer from B.E.S.T. 
Undertaking . 

(c2) Contribution from Budget 

A ’ .... 83,80,551 

(c2) Contribution from Budget 
‘D’ .... 

(d) Miscellaneous . . 14,712 

Grand Total of B 84,20,833 


C.— Details of Expenditure. 

(i) Administration 

(including debt 

charges—). . 51,02,258 

(ii) ' Service ’ (water supply, 
drainage, Conservancy, 

Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges) 

(b) Fire Service (including 

debt charges— 

Rs. 74,584) 
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BUDGET E.—SCHOOLS FUND— contd. 
Year 1947-48 —concld. 


BUDGET E—SCHOOLS FUND—contd. 
Year 1948-49 —contd. 


C.— Details of Expenditure — contd. 


B.— Details of Income — concld . 


Actuals 

Rs. 

(c) Conservancy, Halalkhor 

and drainage Service 
(including debt 
charges ) 

(d) Lighting Charges* 

(iii) Medical and Public 
Health (including debt 
charges ) 

(iv) Buildings (including 

debt charges ) . 28,388 

(v) . Education Primary (in¬ 

cluding debt charges) 

(vi) Education Secondary 
.(including debt 
charges ) 

(vii) Miscellaneous including 
contribution to: 

Budget B Rs. 

Budget A Rs. 

Budget D Rs. 

(including debt 
charges) . . . 32,90,187 


11. — Non-Tax Revenue — 

• <a ) Grants from Government 
(including contribution 
in lieu of tolls): 

(i) for roads and 
buildings 

(ii) for education 

tiii) for Medical and Public 
Health purposes 

(iv) for other purposes 

Total 


Actuals 

Rs. 


(b) Fees, Fines, etc. . 35,632 

(c) Rents from Municipal 

lands and Buildings 
(cl) Transfer from B.E.S.T. 
Undertaking 

tc 2) Contribution from Budget 

‘A’ . . . . 98,10,257 

Cc2) Contribution from Budget 

‘D’ . 

(d) Miscellaneous . . 12,096 


Total . 84,20,833 


Grand Total of B 


98,57,985 


Year 1948-49. 

A.— General Information. 

(1) Population : 

.(a) As per Census 1941 

(b) As per rationing autho¬ 
rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per capita incidence of income 

from taxes : 

.(a) As per Census 1941 
(b) As per rationing autho¬ 
rity .... 


B.—Details of Income. 

1 .— Tax Revenue — 

(i). General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

.(ii), ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) . Octroi and Terminal 

Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) . Taxes on goods and 

passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 
.(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) . Town Improvement and 

‘ Betterment ’ Taxes 
,(xii). Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 


Total 


C.—Details of Expenditure. 


(i) Administration 

(including debt 
charges ). 

(ii) * Service ’ (water supply, 

drainage, Conservancy, 
Lighting, etc.) : 

(a) Water Supply (includ¬ 

ing debt charges ) 

(b) Fire Service (including 

debt charges ) . 

(c) Conservancy, Halalkhor 

and drainage Service 
(including debt 
charges ) 

(d) Lighting Charges* 

(iii) Medical and Public 
Health (including debt 
charges ) 

(iv) Roads and Buildings 

(including debt 
charges ) 

(v) . Education Primary (in¬ 

cluding contribution to 
Schools Fund ) 

(vi) Education Secondary 
.(including debt 

charges ) 

(vii) Miscellaneous including 

contribution to : 

Budget B Rs. 

Budget A Rs. 

Budget D Rs. 
(including debt 
charges—) 


53,22,648 


24,080 

24,080 


45,11,257 


45,11,257 


Total . 98,57,985 


Year 1949-50. 

A.— General Information. 

(1) Population : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income: 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per Capita incidence of income 

from taxes : 

.(a) As per Census 1941 
(b) As per rationing autho¬ 
rity .... 


No separate figures of Debt-charges available. 


*«*o separate figures of Debt-charges available. 




BUDGET E.—SCHOOLS FUND— contd. 
Year 1949-50 —contd. 

B.— Details of Income 


tog 


BUDGET E.—SCHOOLS FUND— contd. 
Year 1949-50 —concld. 

C. —Details of Expenditure— contd. 
Actuals Actuals 


Rs. 

I.— Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands) ... 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.) 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 

Taxes (To be shown 
separately) 

(v) Tolls .... 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘Betterment’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 


11. — Non-Tax Revenue— 

(a) Grants from Government 
(including contribution 
in lieu of tolls): 

(i) for roads and 
buildings 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

Total 


(b) Fees, Fines, etc. 2,07,006 

(c) Rents from Municipal 

lands and Buildings 
(cl) Transfer from B.E.S.T. 

Undertaking 

(c2) Contribution from Budget 

‘ A ’ . . . . 95,87,236 

(c2) Contribution from Budget 

‘B’ . 

(d) Miscellaneous . . 16,443 

Grand Total of B . 98,10,685 


C.—Details of Expenditure. 

(i) Administration 

(including debt 

charges ). 49,80,199 

(ii) ‘ Service' (water supply, 
drainage, Conservancy, 

Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges ) 

(b) Fire Service (including 

debt charges ) 

(c) Conservancy, Halal- 

khore and drainage 
Service (including 
debt charges ) 

(d) Lighting Charges* 

(iii) Medical and Public 
Health (including debt 
charges ) 

* No separate figures of Debt-charges availably. 


Rs. 

(iv) Buildings (including 

debt charges ) . 34,537 

(v) Education Primary (in¬ 

cluding debt charges ) 

(vi) Education Secondary 

(including debt 
charges) 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 

Budget E Rs. 

Budget D Rs. 

(including debt 
charges) . . . 47,95,949 

Total . 98,10,685 


Year 1950-51. 

A. — General Information. 

(1) Population : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes. 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

B. — Details of Income. 

1.—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘Betterment’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 


II. — Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls) . 

(i) f o r roads and 
buildings 





BUDGET E.—SCHOOLS FUND— contd 
Year 1950-51 —contd. 

B.— Details of Income — contd. 


BUDGET E —SCHOOLS FUND— contd. 
Year 1951-52 —concld. 

A.—General Information — contd. 


Actuals 

Rs. 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 

(b) Fees, Fines, etc. . . No separate figures. 

(c) Rents from Municipal 

lands and Buildings 
(cl ) Transfer from B.E.S.T. 

Undertaking 

(c2) Contribution from Budget 

‘A’ . . . . 1,01,17,628 

(c2) Contribution from Budget 

‘ D ’ . . . 9,80,587 

(d) Miscellaneous (including 

fees) .... 3,04,624 


Grand Total of B . 1,14,02,839 


C. —Details of Expenditure. 

(i) Administration 

(including debt 

charges ) . No separate figures. 

(ii) 1 Service.’ (water supply, 
drainage, Conservancy, 

Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges) 

(b) Fire Service (including 

debt charges ) 

(c) Conservancy, Halal- 

khore and drainage 
Service (including 
debt charges ) 

(d) Lighting Charges* 

(iii) Medical and Public 
Health (including debt 

debt charges ) 

(iv) Roads and Buildings 
(including debt 

charges ) . . .No separate figures. 

(v) Education Primary (in¬ 

cluding debt charges ) 

(vi) Education Secondary 

(including debt 
charges ) 

(vii) Miscellaneous including 

contribution to : 


Actuals 

Rs. 

(5) Per Capita incidence of income 
from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 


B.— Details of Income. 

—Tax Revenue — 

(i) General Property Tax . 

(Tax on houses and 
lands). 

Fire Tax ... 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.). 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 

Taxes (To be shown 
separately) 

(v) Tolls. 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 

animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 


Total 

11 -Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls): 

(i) for roads and 
buildings 

(ii) for education 

(iii) for Medical and Public 

Health purposes 

(iv) for other purposes 


Budget B Rs. 

Budget A Rs. 

Budget D Rs. 

(including debt 
charges ) 

(including expenses on 
Administration and 
Buildings) . . 1,09,80,116 


Total . 1,09,80,116 


Total 


(b) Fees, Fines, etc. (includ¬ 

ing City and Subs.) 

(c) Rents from Municipal 

lands and Buildings . 
(cl) Transfer from B.E.S.T. 
Undertaking 

(c2) Contribution from Budget 
‘A’ . . . . 

(c2) Contribution from Budget 
‘D’ . . . . 

(d) Miscellaneous 


3,64,978 

504 

1,13,00,121 

15,78,242 

32,331 


Year 1951-52. 


Grand Total of B 1,32,76,176 


A.— General Information. 

(1) Population : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes .... 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity 


C.— Details of Expenditure. 

(i) Administration 

(including City and 
Subs, exclusive of the 
cost of teachers etc. pay 
for which separate 
figures not available) 2,22,473 

(ii) ‘ Service ’ (water supply, 
drainage, Conservancy, 

Lighting, etc.) 

(a) Water Supply (includ¬ 

ing debt charges) 

(b) Fire Service (including 

debt charges ) 


* No separate figures of Debt-charges available. 
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BUDGET E—SCHOOLS FUND— contd. 
Year 1951-52 —concld. 

C.— Details of Expenditure— contd. 

Actuals 

Rs. 

(c) Conservancy, Halal- 

khore and drainage 
Service (including 
debt charges ) 

(d) Lighting Charges* 

(in) Medical and Public 
Health (including debt 
charges ) 

(iv) Roads and Buildings 
(including debt 
charges ) 

(v) Education Primary (in¬ 

cluding debt charges ) 

(vi) Education Secondary 

(including debt 
charges) ... 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 

Budget A Rs. 

Budget D Rs. 

(including debt 

charges Rs. 1,25,788) . 1,21,29,614 

Total . 1,23,52,08V 


Year 1952-53. 

A.— General Information. 

(1) Population : 

(a) As per Census 1941-51 . 

(b) As per rationing autho¬ 

rity .... 

(2) Total income from all sources 

(3) Total income from rates and 

taxes 

(4) Per capita incidence of total 

income : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

(5) Per Capita incidence of income 

from taxes : 

(a) As per Census 1941 

(b) As per rationing autho¬ 

rity .... 

B.— Details of Income. 
1.—Tax Revenue — 

(i) General Property Tax 
(Tax on houses and 
lands). 

Fire Tax 

(ii) ‘Service’ Taxes 
(Water, Lighting, drain¬ 
age, Conservancy, etc.) 

(iii) Local Fund Cesses 

(iv) Octroi and Terminal 
Taxes (To be shown 
separately) 

(v) Tolls .... 

(vi) Taxes on goods and 
passengers carried by 
road or inland water¬ 
ways .... 

(Town Duties). 

(vii) Taxes on vehicles, 
animals and boats 

(viii) Profession Tax 

(ix) Theatre Tax 

(x) Pilgrim Tax 

(xi) Town Improvement and 
‘ Betterment ’ Taxes 

(xii) Other taxes, Cesses 
and rates (to be speci¬ 
fied separately) 

Total 


* No separate figures of Debt-charges available. 


BUDGET E.—SCHOOLS FUND— contd. 

Year 1952-53 — concld. 

B.— Details of Income — contd. 


.— Non-Tax Revenue — 

(a) Grants from Government 
(including contribution 
in lieu of tolls): 

(i)for roads and 
buildings 

Actuals 

Rs. 

(ii) for education 

30,58,875 

(iii) for Medical and Public 
Health purposes 


(iv) for other purposes 


Total 

30,58,875 

(b) Fees, Fines, etc., City 


and Suburbs 

5,84,853 

(c) Rents from Municipal 
lands and Buildings 

2,146 

(cl) Transfer from B.E.S.T. 
Undertaking 


(c2) Contribution from Budget 
‘A’ . 

89,59,064 

(c2) Contribution from Budget 
‘D’ . . . . 

9,79,298 

(d) Miscellaneous 

56,409 

Grand Total of B 

1,36,40,645 


C.— Details of Expenditure. 


(i) Administration 

(including debt charges, 

City & Suburbs exclu¬ 
sive of cost of teachers 
etc., pay for which 
separate figures are not 
available) . . . 2,59,449 

(ii) ‘ Service ’ (water supply, 

drainage, Conservancy, 

Lighting, etc.) ... 

(a) Water Supply (includ¬ 

ing debt charges) 

(b) Fire Service (including 

debt charges) 

(c) Conservancy, Halalkhor 

and drainage Service 
(including debt 
charges, Rs. 3,80,606) 

(d) Lighting Charges* 

(iii) Medical and Public 

Health (including debt 
charges ) . . 

(iv) Roads and Buildings 

(including debt 
charges ) 

(v) Education Primary 

(including debt 
charges ) 

(vi) Education Secondary 

(including debt 
charges ) 

(vii) Miscellaneous including 
contribution to : 

Budget B Rs. 

Budget A Rs. 

Budget D Rs. 

(including debt 
charges Rs. 1,45,552) . 1,30,28,919 

Total . 1,32,88,368 

* No separate figures of Debt-charges available. 
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MEMORANDUM B. 

(1) Tax on Advertisements : 

Display of sky-signs and advertisements by posters 
and hoardings in the City are controlled under Sections 
328 and 328-A of the Bombay Municipal Corporation 
Act. A permit is required to be taken on payment of 
fees according to a schedule approved by the Corpora¬ 
tion. The revenue from this source for 1952-53 was 
Rs. 2-91 lacs. 

(2) General Tax and Service Taxes : 

These taxes are being levied at different rates since 
the coming into force of the Bombay Municipal Corpora¬ 
tion Act in 1888. The mode of levy, etc., is determined 
by Sections 140 to 143, 154, etc., of the said Act. 
Chapter VIII of the Act is devoted to Municipal taxation, 
which may please be referred to. There are no special 
rules for the recovery of taxes. The history as to how 
the different taxes have been developed to the present 
level is given below : 

A. — Service Taxes : 

(i) The Halalkhor tax has all along been levied at 

3 per cent. 

(ii) Water Tax : It was 3 per cent, before 1921 ; 

since then it is being levied at 3J per cent, 
of the rateable value. Water is, however, 
supplied by meter measurement to Industries, 
Railways, Port Trust, Government, etc., and 
the rates are determined every year by the 
Standing Committee. 

B. — Property Taxes : 

(i) The Fire tax was levied at £ per cent, from 
1922-23 to 1-10-1947, from which date it is be¬ 
ing levied at 't per cent. 


(ii) General tax is leviable from 8 per cent, to 21 
per cent, of the rateable value. 

1. Rates of General Tax: 

From 1888 to 1920—a period of over 30 years—the 
General tax remained stationary at 8 per cent, of the 
rateable value with occasional increases of from £ per 
cent, to 4 per cent. These increases were nacessitated 
by the expansion of our services and additional expenses 
on account of out-break of plague and the contributions 
to the Improvement Trust since 1899, etc. 

From 1921-22 to 1944-45—a period of nearly 23 years 
—the General Tax was raised to 11 per cent, except for 
2 years when it was raised to 12 pier cent. 

From 1945 onwards on account of conditions created 
by World War II and the growing expenditure under 
various heads, abnormal increase in labour charges, cost 
of materials and revision of grades of Municipal 
employees and grant of Dearness Allowance, the Corpo¬ 
ration was obliged to increase the General tax from 11 
per cent, to 12 per cent, in 1945 and from 12 per cent, 
to 14 per cent, in 1946 and from 14 per cent, to 17 per 
cent, in 1952-53. 


2. For rates of taxes please see above. 

As regards exemption, buildings and lands exclusive¬ 
ly occupied for public worship or charitable purposes 
are exempted from the levy of Municipal General tax 
under the provisions of Section 143 of the Bombay 
Municipal Corporation Act. 

3. Regarding the work of collection—see reply to Item 

No. 7 of Memorandum A. 


4. Demand, Collection and Outstanding of taxes from 1948-49 to 1952-53. 


Property Tax. 


Year. 

Amount involved 
in complaints 
pending against 
Gross rateable value 

demand. and bills issued 

at the end of 
the year. 

Net Demand. 

Collection. 

Percentage of 
collection to 
net demand. 

Gross Arrears 

Net Arrears 

Percentage of 
arrears to 
net demand 

(2-5) 

(d. M 

(2-3) 


(1) 

(2) 

(3) 

W 

(5) 

(6) 

(7) 

(8) 

0) 


Rs. 

Rs. 

Rs. 

Rs. 


Rs. 

Rs. 

Rs. 

1948-49 . 

5,40,02,273 

6,87,273 

5,33,15,700 

4,40,35,780 

782-59 

99,67,193 

92,79,920 

17-41 

1949-50 . 

6,24,66,775 

70,08,720 

5,54,48,055 

4,63,89,020 

f 83-60 

1,60,67,755 

90,59,035 

16-34 

1950-51 . 

6,74,56,811 

71,89,015 

0,02,67,196 

4,87,31,105 

r 80-86 

1,87,25,706 

1,15,35,991 

19-14 

1951-52 . 

6,01,80,545 

53,65,019 

5,48,15,526 

4,99,19,081 

^91-07 

1,02,61,464 

48,96,445 

8-93 

1952-53 . 

6,73,10,082 

46,67,795 

6,20,42,287 

5,67,71,050 

90-63 

1,05,39,032 

58,71,237 

9-37 


Some increase in receipts is noticed during the past 
five years. It is mainly due on account of construction 
of new buildings in the City, revision of assessment of 
properties which were underassessed and increase in 
the rate of general tax. 

For Tax evasion please see Memorandum A, Serial 
No. 8. 

Question 200.—Since (a) lands under non-agricultural 
use, (b) buildings and (c) income from both these are 
subject to taxation by : 

(1) the Union—(Section 9 of the Income Tax Act ) ; 

(2) the State — (Non-agricultural assessment and, in 
some States, Urban Immovable Property Tax), and 

(3) Local Bodies, it is sometimes contended 

that is sometimes contended that there is multiple taxa¬ 
tion of the same source of income and that, in any case, 
there is need for correlating these different taxes into 
a more rational system. Do you agree with this view ? 
if so. what scheme would you suggest for the purpose? 
Would you adopt, a uniform basis of valuation for all the 


taxes concerned. Central, State and Local ? What basis 
would you adopt, the Capital value of the property or its 
annual rental value ? 

Ans. —Yes. A uniform basis of valuation, related to 
annual rent, should be adopted for the purposes of 
rationalisation. The Municipal Valuation is made on 
these lines and can be accented for the other taxes re¬ 
ferred to. Capital value will, nevertheless, figure in a 
certain number of cases of a special nature. 

Question 201 .—If the question of valuation was con¬ 
fined to the levy of urban immovable property tax by 
States and general property tax by Local bodies, what 
basis would you adopt, capital value or annual rental 
value 7 Do you agree with the recommendation of the 
Local Finance Enauiry Committee that “ There should be 
no change from the well-tried basis of rent to the more 
or less uncertain basis of capital value ”, but that where 
“ Municipalities are actually adopting capital value as 
the basis and there is no complaint, that basis may con¬ 
tinue." ? 

Ans. —Both the bases axe required to be continued in this 
Corporation, the Capital value being restricted to certain 




classes of properties. It also serves as a test check 
on rental value. This Corporation has a complicated 
prob’em to face in fixing the valuations of all sorts of 
properties with varied users. The position in Bombay 
is radically different from the normally working local 
authority and that explains the existence of a separate 
statute governing this Corporation. The basis of valua¬ 
tion of the.property tax generally should remain the 
Annual Letting Value ” as it is simple and capable of 
being worked out easily. The Capital Value basis, the 
practical advantage of which is yet in doubt, may how¬ 
ever be adopted in the case of Government properties. 
Yet a third method may be adopted in the case of pro¬ 
perties now assessed on Profits Basis which shows wide 
variations and fallacies (viz., Railways, Port Trust and 
Race Course) and that by taking a percentage of the 
gross income. 

Question 203 .—What principles would you recom¬ 
mend for adoption in regard to the general property 
tax 7 Would you exempt rental values below a parti¬ 
cular level ? How would you deal with the properties 
of owner-occupiers or of charitable or educational trusts 
or of co-operative housing societies ? What remissions, 
if any. would you. give for vacancies ? So far as new 
buildings are concerned, would you recommend exemp¬ 
tion for the first few years after construction, with a 
view to encouraging house-building ? 

The General Property Tax should be levied at a 
certain percentage of the rateable value according to 
requirements. A slab system according to rateable 
values is not recommended as it is unsuitable for an 
industrial City like Bombay where poor people cannot 
live in their own houses but have to live in chawls built 
for them by others. But a slab system on a regional 
basis may be justifiable especially where civic amenities 
are either non-existent or if existent are at a much 
lower standard than in developed parts of the City 
There is no justification for granting any special treat¬ 
ment to owner-occupied properties, but charitable and 
educational trusts need special treatment and are 
exempted from general tax provided the occupation is 
charitable or for educational purposes. Co-operative 
housing societies have hitherto been given no special 
treatment. The pre-war co-operative housing societies 
do not call for any special treatment. But for the post¬ 
war co-operative housing societies, some relief is called 
for and the General Tax may be levied at 2/3 of the 
common rate for a period of 10 years provided that the 
accommodation is not of more than 3 rooms including a 
kitchen and the rent does not exceed Rs. 75 per month 
Such a concession, though at a slightly low level, say 
60 per cent., may be extended to all private housing of 
a similar nature, so as to stimulate private building 
activity for the poor and the lower middle classes. 
Remissions for vacancies are given fully in the case of 
service taxes and to the extent of 2/3rds in the case of 
General Tax. 


Question 206. —Have you any suggestions to make in 
regard to the administrative machinery and procedure 
for the assessment and .collection of the property tax in 
relation to the different categories of local bodies ? 

In the case of smaller bodies the local staff should 
be assisted by expert Government valuers for the valua¬ 
tion of properties, the cost of salary of such Govern¬ 
ment servants being treated as a grant-in-aid to the 
local bodies concerned. Bigger bodies may convenient¬ 
ly be left to their own resources. In either case, collec¬ 
tion of the taxes should remain the province of local 
authorities. The procedure that now obtains for re¬ 
covery of taxes is not very effective. Municipalities 
should have the same power to recover the house tax 
as Government have for recovery of land revenue and 
a summary procedure for imposing heavy penalty or 
bringing the property for sale should be provided. 

Question 207. —In so far as certain taxes usually 
known as ‘ service taxes ’, e.g., water, lighting, drainage, 
and conservancy taxes—are levied along with, and on 
the same basis as the general property tax by certain 
local bodies, what suggestions, if any, would you make 
in regard to the rates of levy, collection, etc., of these 
taxes ? 

Have you any comments to make regarding property 
and service taxes vis-a-vis port trust properties railway 
properties, other properties of the Central Government 
and properties of State Government ? 

It would be advisable for administrative purposes to 
consolidate all property taxes, the consolidated tax be¬ 
ing levied at a rate that is an aggregate of all the taxes. 
The view generally held that what are known as 4 ser- 
vice taxes ’ should be self-sufficient is no longer valid. 

Preferential treatment in respect of Government pro¬ 
perties—Central or State—should go and there should 
be no discrimination between assessee and assessee in 
♦ he field of local taxation which is only meant to raise 
funds for local services and for no other purpose, poli¬ 
tical or otherwise. At present Government properties 
are assessed at 8/10ths and Port Trust properties at 
19/20ths of the ordinary rate. 

Question 208. — Do you consider that the system of 
local fund cesses, (viz.. cesses on land revenue, collected 
by the revenue administration and handed over to local 
bodies) is satisfactory in its operation ? If not, what 
alterations, if any would you suggest? Please deal 
with local boards and village panchayats separately, and 
specify the individual State or States to which your 
reply relates. In particular : 

(i) Are minimum and/or maximum rates of levy 
laid down ? Are they, in your opinion, either 
too high or too low ? 


The General Tax, i.e., the property tax levied by the 
Corporation is on the proportional basis and not on a 
slab basis. 


The additional receipts from property taxes, if pro¬ 
perties belonging to the Central Government are made 
liable to the tax, would be in the neighbourhood of 
Rs. 6 lacs. 


Question 204. —Should property tax be progressive ? 
If so, how and to what extent ? 

A progressive mode of property taxation is not suit¬ 
able to an Industrial City. It is also against +he canons 
of rating and takes on the colour of Income Tax. The 
general tax is a house tax and not an Income Tax. 
Local taxation is meant to provide funds to meet the 
needs of local services and cannot be allowed to be 
used for correcting inequalities of wealth. But there 
may be progressive taxation not property-wise but region- 
wise where the standards of amenities may differ In 
the area of a local authority. Where new undeveloped 
areas are added to the jurisdiction of a local authority 
such a system of taxation for a stated period may be 
helpful and justifiable. 

, Question 205.—What categories of local bodies should 
be empowered to levy property tax ? What should he 
the extent of the power in each case, and what, condi¬ 
tions. if any. should be attached to the exercise of ♦he 
power ? 

All categories of local bodies should be empowered 
to levy property tax. In fact, it is their main stay 
The tax, however, should only be levied on +he propor¬ 
tional basis. • 
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(n) To what extent are the cesses ear-marked for 
different purposes Je.g., road cess, education 
cess, etc.)? Would you extend or curtail the 
system of ear-marking ? Should there be a 
general cess in addition to ear-marked cesses ? 
In what circumstances ? 

(iii) To what extent do suspensions and remissions 

of land revenue affect the collection of the 
cesses ? Have you any suggestions to make in 
this connection ? 

(iv) Please deal with any special problems connect¬ 

ed with local fund cesses in — 

(a) Part B and Part C States, 

(b) Areas in which zamindaris are newly 
abolished. 

No remarks to offer as the question relates to rural 


wuesuon zuy.—Ft ease state your views on the rela- 
bvc merits of octroi and terminal tax in one or more 
of the forms in which they prevail in different parts of 
the country, from the stand-point of — 


(i) the local body concerned, e.g., revenue derived 
and, in comparison with it. cost of collection, 
size and complexity of administration, scope 
for evasion, etc. 


(ii) the person who pays the tax. certainty as to 
amount payable and convenience of collection 


(Hi) the trade the consumer, etc., incidence and 
ejects of incidence, in so far as these can be 
broadly assessed. 
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Are octroi and terminal tax mutually exclusive 
systems, or would it be permissible and desirable, in 
certain circumstances, to combine, the two systems ? 


leviable when goods are landed on the wharves or 
sheds or unloaded from wagons or when they enter the 
city by roads or air. No change is called for. 


On an examination of the relative merits of (a) 
Octroi, (b) Terminal Tax and ( c ) any desirable form of 
combination of the two, ivhich particular alternative 
would you recommend for general adoption by local 
bodies? Do any constitutional or legal difficulties stand 
in the way of implementing your suggestions ? 


Question 213. —Should the basis of assessment for 
octroi be ad valorem or by weight, etc. ? How would 
you provide against procedural delays and difficulties ? 

Ad valorem basis would appear to be more suitable. 
There are no procedural delays and difficulties. 


The Municipal Corporation of Greater Bombay are 
empowered to levy Town Duty on articles mentioned in 
Schedule H to the Bombay Municipal Corporation Act 
at the rates not exceeding those specified in the said 
Schedule (Section 192). Unlike octroi, the duty so levied 
was refundable in full (now 6J per cent, is deducted) 
on the export of the article subject to compliance with 
the provisions of Section 195 of the Act and the Town 
Duty Refund Rules framed thereunder. There is no 
uniformity in the refund of Octroi. The Municipalities 
and Boroughs levying octroi have a diversity of rules 
regarding refund. 

Terminal tax is not considered suitable for the City. 
Being one of the most important ports it imports articles 
from overseas for exports to a vast hinterland. Levy of 
Terminal Tax would therefore mean in practice levy¬ 
ing a non-refundable duty on articles to be consumed 
outside the City. Being a leading centre of trade, 
provision is made in the Municipal Act (Section 194A) 
not to levy town duty on goods imported for immediate 
exportation. 

(1) The net revenue derived by the Bombay Muni¬ 
cipal Corporation from Town Duties comes to about 
Rs. 70 lacs a year. The cost of collection including the 
cost of refund may work out to about 6 per cent, of 
the gross collection of 90 lacs. Camparatively, there 
is no complexity of administration and the scope for 
evasion is very negligible. 

Cl) The importers nay the town duties at fixed rates. 
There is no uncertainty as to the amount payable. The 
Bombay Port Trust and the two Railways (Central and 
Western) are the agents of the Corporation for the 
collection of the town duties on imports by sea and 
rail respectively on the basis of 3 per cent, commission 
on gross collections. On imports bv road and air, the 
duties are collected departmentally by the Municipality. 


Question 214. —Would an extension of the national¬ 
isation of motor transport make it possible to adopt a 
simpler and more effective system of terminal taxes on 
goods transported by road ? 

If full nationalisation of motor transport comes into 
being it may perhaps be possible to enter into an agree¬ 
ment with the Government for the levy of town duty 
on imports by roads. 

Question 215. —Have you any suggestions to make 
in regard to the better correlation of octroi or terminal 
tax with allied forms of State and Central taxation such 
as sales tax, excises and customs? 

It may be desirable to link the town duties with 
the sales tax, provided the Schedule conform to each 
other. 

Question 216. —Taxation on goods carried by road is 
only one of the items covered by entry No. 56 of the 
State List, viz., ‘ taxes on goods and passengers carried 
by road or on inland waterways ’. Have you any com¬ 
ments or suggestions to make in regard to the utilisation 
of this entry for purposes of local and/or States taxa¬ 
tion ? 

This source should be made available to a local 
body as it is local in character. 

Question 217. —Should the ‘pilgrim ’ tax ’ levied by 
certain local bodies be more widely adopted ? Do you 
consider that a suitable form of taxation on the floating 
population in the bigger cities can be devised ? 


C-f The trade passes the duty on to the consumer 
while it get? full refund in respect of goods exported 
to places out of Bombay. The incidence in respect of 
all the articles taken together comes to about Rs. 2-8-0 
per head per year. The effect is practically not felt by 
the consumer as the daily town duty per head comes 
to 1$ pies only. 


In a city like Bombay the floating population makes 
large demands on the services and throws an indirect 
additional burden on the Municipal finance. The per- 
m ament population pays directly for the occupational 
services or contributes indirectly by payment of rent 
for general amenities. But that is not the case with 
the floating population which is to be reckoned by lacs 
annually in Bombay. A Hotel Tax and a terminal tax 
on passengers would appear to be suitable to meet the 
needs of the situation. 


The question whether or not Octroi and Terminal 
Tax are mutually exclusive does not arise, so far as 
Greater Bombay is concerned. Also, the relative merits 
of the two systems or their combination need not there¬ 
fore be discussed here. 

Question 210. —Does your examination lead to the 
conclusion that both octroi and terminal taxes are unsuit¬ 
able as forms of local taxation and should, therefore, be 
abolished ? If so. what substitutes would you recom¬ 
mend ? Do you consider the suggestion that local bodies 
should be allowed to levy surcharges on sales tax feasible 
and desirable ? 

These taxes are undoubtedly vexatious and can cer¬ 
tainly be abolished if a surcharge is levied on Sales Tax 
and passed on to local bodies, the surcharge rate being 
flxod having regard to the proportion the Town Duty 
revenue now bears to the total Sales Tax. But so long 
as the Town Duty Schedule is not the same as the Sales 
Tax Schedule, it will not be possible to bring about this 
integration. 

Question 211. —If your suggestions involve certain 
modifications in the prevailing forms of octroi or termi¬ 
nal tax, what are the changes you ivould recommend ? 

No modification is involved in the levy of Town Duty. 
But an ad valorem basis in all cases against partly ad va¬ 
lorem and partly weight basis would appear to be more 
convenient. 

Question 212. —What rates of levy, exemptions, pro¬ 
cedure for collection and for refunds and arrangements , 
if any for ' bonding ’ would you suggest? 

The Town Duty is leviable in respect of bonded 
goods as under the Municipal Act the duty becomes 


Question 218. — What are your vieivs regarding the 
desirability and feasibility of a ' poll tax' as a form of 
local and/or State taxation ? 

Poll tax has unsavoury associations and may not be 
resorted to. It might also be very difficult to collect. 

Question 219. —(b) Do you consider tolls a suitable 
form of local and/or State taxation ? In what circums¬ 
tances ? 

Tolls were being levied by the Corporation before 
the year 1920. They brought in a revenue of about 
Rs. 25,000 per annum. They were abolished in that 
year in lieu of a fixed grant from Government of 
Rs. 25,000 per annum. Had tolls been continued, the 
income from that source would now have considerably 
increased. Tolls would appear to be an unsuitable form 
of local taxation in a city like Bombay where vehicular 
traffic from and to the City is considerable. 

Question 220. — The Local Finance Enquiry Com¬ 
mittee recommends that the limit of Rs. 250 placed on 
profession tax by the Constitution should be raised to 
Rs. 1.000. Do you agree? Would you recommend the 
wider adoption of profession tax by local bodies and/or 
State Government ? Which categories of local bodies 
may suitably levy it, and with what safeguards ? Should 
the levy be compulsory in certain cases, and if so at what 
minimum level ? What modifications, if any, would vou 
suggest in the prevailing forms of levy of this tax? What 
steps would you take for its better correlation with in¬ 
come-tax, from the point of view of incidence or for pur¬ 
poses of administration, etc.? 

Profession tax is not being levied by this Corpora¬ 
tion. t An attempt made by the Corporation in the year 
1938 at levying such a tax on incorporated Cos. on the 
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lines of similar tax levied by the Madras and the Cal¬ 
cutta Corporation did not prove fruitful as the Bombay 
Government could not see their way to forward the 
application of the Municipality to the Central Govern¬ 
ment as the tax fell under federal list under the Govern¬ 
ment of India Act, 1935. 

Profession tax is in fact a local Income Tax and in 
view of tlfe difficulty involved in the collection of this 
tax in a City like Bombay, it would not be advantageous 
to levy it except by way of surcharge on Income Tax 
to be collected by the Income Tax authorities and passed 
on to the Municipality. In view of this the question 
of raising the limit does not arise. 

Question 222.— Have you any suggestions to make 
regarding the levy of betterment taxes by different cate¬ 
gories of local bodies (e.g., by a Municipality in connec¬ 
tion with two improvements) ? 

Under Section 354T of the Bombay Municipal Cor¬ 
poration Act, allowance is to be made for betterment 
while determining any compensation payable for any 
land or building acquired for any improvement scheme. 
Similarly under Section 301 of the Act, if any set-back 
is acquired and compensation is payable therefor, regard 
shall be had to any increase in value accruing to the 
remaining property. But in practice these provisions 
have remained a dead letter and betterment as such is 
seldom charged. In the former case, as whole areas are 
being acquired and laid out into plots, the question does 
not so much arise. But in a street scheme, the question 
would arise. But even here, if any property is allowed 
to remain without acquiring any part, the betterment is 
not leviable although the property may appreciate in 
value on account of improvements carried out by the 
Municipality. In set-back cases, if the party is paid 
compensation on the basis of loss of rent for the rear 
portion (and not the front portion) the question may 
not arise. At all events, a tax on enhanced site values 


framed thereunder. By a recent amendment a deduc¬ 
tion of 64 per cent, is made before refund. Articles 
certified to be Government property at the time of their 
import are exempted from the levy (Section 194). 
Similarly articles belonging to Consular Offices are 
exempted from the levy of Town Duty (Section 194-1 A). 
On account of these provisions, Government is not pay¬ 
ing any town duty on foodgraihs or sugar which is 
being brought into the City for the purpose of sale to 
citizens though Government themselves are making 
profit out of such sale. This has put the Corporation 
to a loss of about Rs. 15 lacs a year. 

Town duties on articles imported by sea or by rail 
are collected through the agency of the Bombay Port 
Trust and the two Railways (Western and Central) 
respectively on a 3 per cent, commission basis on 
gross collections. On imports by road and air the duties 
are collected departmentally with the help of Inspectors 
and sub-inspectors. There is not much scope for evasion 
of these duties in view of the close watch kept at the 
points of entry, which are not fortunately many. The 
cost of collection including agency commission allowed 
to the Port Trust and Railways is about 6 per cent, 
of the gross collection. The present procedure in regard 
to the levy and collection of Town Duties is satisfac¬ 
tory and no special measures are considered necessary. 

The net receipts during the last 5 years are shown 
in the form appended to Annexure A. The trend of 
receipts was normal till 1947 when the rates in 
Schedule H were revised and more articles were added 
to the Schedule resulting in doubling of the income. 

The current arrears to the tune of Rs. 2,80,000, shown 
as due from the agents referred to above in the admi¬ 
nistration report, represent amount recovered but not 
credited to the Municipal Account on 31st March of the 
year. 


would be proper. 

Question 225 .—Have you any general suggestion to 
make regarding assessment and collection of taxes by 
different categories of local bodies with a view to 
making the administration in this respect more efficient 
and more economical ? 

There is nothing to add to the replies already given 
to the questions above. 

(5) Taxes on goods and passengers carried by road 
or inland waterways: 

Under Section 192 of the Bombay Municipal Corpo¬ 
ration Act the Corporation is authorised to levy Town 
duties on articles specified in Schedule H of the Act 
at rates not exceeding those mentioned in the Schedule. 
Unlike ‘Octroi’ these duties are refundable in full 
on the export of article so taxed within six months of 
the import, vide Section 195 of the Act and the rules 


(9) Taxes on vehicles, animals and boats. 

Wheel tax is being levied ever since the Bombay 
Municipal Corporation Act of 1888 came into force. 
The mode of levy is governed by Sections 180 to 190 of 
the said Act. There are no special rules for its recovery. 

The tax is levied at the rates prescribed in Schedule 
G of the Act. Vehicles certified by the Police Commis¬ 
sioner or the Municipal Commissioner as having bee* 
maintained for Police or Municipal purposes are exempt¬ 
ed from the levy; so also Gun Carriages, Cavalry 
horses, Defence Service Vehicles, Foreign Consulate 
vehicles, vehicles kept by bona fide dealers in vehicles 
for sale and not used. 

The tax is collected by the Ward Staff, which also 
collects property taxes. The scope for evasion of this 
tax is greater than in the case of property taxes as 
sometimes owners of vehicles are not traceable at their 
given address ; sometimes vehicles change hands quick¬ 
ly and are moved out of the limits of Greater Bombay. 


Demand, Collection and Outstanding of taxes from 1948-49 to 1952-53. 

Wheel Tax. 


Year 


Amount 
involved 
in bills 

Net demand 


Percentage of 

Gross Arrears 

Net Arrears 

Percentage of 



towards 
the close of 
the year 

(2-3) 


net demand 

(2-5) 

(4-5) 

Net demand 

a) 

(2) 

(3) 

(4) 

(5) 

(6) . 

(V) 

(8) 

(9) 


Ra. 

Rs. 

Rs. 

Rs. 


Rs. 

Rs. 


1948-49 . 

31,85,366 

1,12,058 

30,73,308 

24,69,187 

80-34 

7,16,170 

6,04,121 

19-60 

1949-50 . 

36,74,554 

3,40,696 

33,33,858 

26,79,007 

80-36 

9,95,547 

6,54,851 

19-64 

1950-51 . 

49,75,648 

3,08,145 

46,67,503 

36,17,853 

77-51 

13,67,795 

10,49,650 

22-49 

1951-52 . 

50,14,378 

•• 

50,14,378 

38,32,250 

76-43 

11,82,128 

11,82,128 

23-57 

1953-54 . 

. 52,33,345 


52,33.345 

• 

38.63,309 

73-82 

13,70,036 

13,70,036 

36-18 


15 a 



The increase in receipts during the past 5 years is The Theatre Tax in Bombay has not so far resulted 

due partly to the increase in the number of vehicles in any increase in the prices of tickets of admission to 

plying in the City and partly to the enhancement of cinemas and theatres and at present it appears that the 

the rates of the tax with effect from 1-4-1950. tax is absorbed by the theatre owners themselves. 


The percentage of arrears, which was 19-66 in the 
year 1948-49, has risen to 26-18 in the year 1952-53. 
The main reason for such heavy arrears is the absence 
of power to seize a vehicle summarily for non-produc¬ 
tion of the tax-token. 

Although under the provisions of the Bombay Muni¬ 
cipal Corporation Act, the Tax is leviable from the 
owner of or a person having possession or control of 
any vehicle or animal, we are faced with certain prac¬ 
tical difficulties under which it is very difficult to fix 
the liability. 

Question 219.—(a) Have you any suggestions not al¬ 
ready covered by your previous answers (e.g., on motor 
vehicles taxation) to make regarding the levy of taxes 
on vehicles, animals and boats for purposes of local and/ 
or State taxation ? 

Yes; there should be only one authority for the 
recovery of taxes on vehicles or animals, whether State 
or Local and distribution of the proceeds as between 
the State and the local bodies should be in the ratio 
of the income each bears to the combined income from 
State and local taxation. 

Item No. 12—Theatre Tax. 

Under Section 191E of the Bombay Municipal Cor¬ 
poration Act the Corporation is authorised to levy a 
Theatre tax at rates not exceeding those specified in 
Schedule G-l of the Act in respect of a theatre, cinema, 
circus, carnival and other places of entertainment for 
every performance or show held or conducted thereat or 
therein and to which persons are admitted on payment. 
For a long time the Corporation was clamouring for 
authority to levy this tax and ultimately Government 
amended the Act in 1950 permitting the levy of this tax. 
Cinema, theatres are classified into two categories Class 
I and Class II and dilferent rates are prescribed for 
them. 

The recovery of this tax is entrusted to Shops and 
Establishment Department, which primarily looks after 
the administration of the Shops and Establishments Act. 
In matters of dispute as to whether a cinema theatre 
falls in class I or II, the Municipal Commissioner’s 
decision is final. The cost of collection in 1951-52 and 
1952-53 was Rs. 11,188 and Rs. 13,201 for the collection 
of Rs. 3,20,854 and Rs. 6,89,366 respectively, i.e., about 
3-5 per cent, and 2 per cent, respectively. The estimated 
revenue for the current year is Rs. 4,20,000. As the tax 
has been levied only recently, sufficient experience has 
yet to be gained to say whether any steps are necessary 
to improve the efficiency of collection. The tax is borne 
by theatre-owners and unlike the Entertainment Tax is 
not yet passed on to the public. 

As the tax is recently levied, no remarks regarding 
trend of these receipts can be offered at this stage. 
But it may be stated that the levy at the present rates 
of Rs. 10 and Rs. 7 per show for 1st and 2nd category 
picture houses is considered too heavy and oppressive 
and some mitigation may be necessary. 

There are few cases of arrears or evasion. 

Question 221. —Certain local bodies/States levy a 
‘ theatre tax ’ (on each performance, e.g., each cinema 
show) under entry No. 33 of the State List. This is in 
addition to the entertainment duty levied by the State 
Government under entry No. 62 of the State List. What 
are your views on the suitability of this tax for more 
general adoption ? 

The Bombay Municipal Corporation levies a Theatre 
Tax under Section 191E of the Bombay Municipal Cor¬ 
poration Act. It is levied on the owners of theatres 
or on the organisers of performances. It is not passed 
on to the public. The State Government also collects 
under entry No. 62 of the State list a tax on entertain¬ 
ment, which is passed on to the public. 

The Theatre Tax is levied under entry No. 33 of the 
State List as a local tax on Theatres, dramatic perfor¬ 
mances, sports, entertainments and amusements. 
Cinema Theatres are classified into two categories as 
Class I and Class II and different rates are prescribed 
for them as per Schedule G I appended to the Bombay 
Municipal Corporation Act. It can be adopted by other 
local bodies throughout the Union for supplementing 
their revenues. 


Item No. 14—Other Taxes—Tax on Dogs. 

The Corporation has been authorised to levy a tax 
not exceeding Rs. 5 per annum on every dog%ept within 
Greater Bombay and not under the age of 6 months 
under Section 191A of the Bombay Municipal Corpora¬ 
tion Act. These provisions were inserted in the Muni¬ 
cipal Act of 1888 by an amendment in 1943. There have 
been no changes in the levy of the tax since it was 
first introduced. 

The tax is collected by the staff under the Head 
Supervisor (Conservancy Branch). As the rate is uni¬ 
form no cases of appeal or revision arise. The dogs 
kept by or in charge of Diplomatic or Consular officers 
are exempt (Section 191BB). No steps appear to be 
necessary for improving efficiency of collection. The 
cost of administration and collection is on an average 
Rs. 26,000 and the tax collected is on an average 
Rs. 41,000. 

As dogs without licences are liable to be seized, there 
are practically no cases of arrears or evasion. 

Items Nos. 3, 4, 6, 7, 8, 10, 11 and 13 referred to in 
the list of taxes in Part I of Annexure ‘ B ’ are not 
dealt with as required under Part II of Memorandum 
■ B ’ as the taxes referred to therein are not being levied 
by the Corporation. 


MEMORANDUM C. 

QUESTIONNAIRE : PART I. 

Question 8. —Do you agree with the view that 
receipts from particular taxes should not, as a rule, be 
funded or ear-marked for specific purposes ? 

Yes. All Municipal services are required to be 
maintained at a certain standard of efficiency and this 
can best be done when the entire rate fund is available 
for expenditure on the various local services according 
to their needs. Funding or ear-marking of receipts from 
particular taxes for specific purposes is bound to lead 
to stagnation of certain services the cost of which can¬ 
not be kept within the funds ear-marked for the 
purpose. 

Further, in local finance, where there is a possibility 
of establishing a correlation between benefit and sacri¬ 
fice taking the local community as a whole, there is no 
point in holding on to the view that all service taxes 
should be self-sufficient. 

Question 9. —Do you think that it is desirable under 
certain conditions to levy cesses for special purposes ? 

Yes; as for example for the purposes of primary 
education or any special sanitary service that may be 
rendered. 

Question 10. —State Undertakings, commercial, indus¬ 
trial, etc., are coming to play an increasingly important 
part in the economy of the country. Have you, from the 
point of view of their significance as a source of revenue, 
actual or potential, any comments or suggestions to make 
on matters such as the further extension of State Under¬ 
takings and their policies in regard to pricing, in so far 
as these may be relevant to tax policy ? 

While municipal transport and electric supply and 
similar undertakings primarily aim at improvement of 
services, betterment of the lot of employees running 
those services and a reduction in the charges for such 
services, they do incidentally result in some surplus 
which can be conveniently allowed to accrue to the 
General Revenue, particularly when the Local Tax struc¬ 
ture has not been able to stand the strain of mounting 
local expenditure. But in any event such undertaking 
must be run more with an eye to efficient and cheap 
service than a surplus as such. The question whether 
profits on Municipal Undertakings could be diverted to 
the relief of rates has raised some controversies. There 
are some who hold that profits of such undertakings 
should not be diverted to any purpose other than that 
connected with the trading ; others see no objection to 
any diversion of profits for the relief of rates. At any 
rate, it seems reasonable that in certain circumstances a 
local authority could divert the profits of trading to the 
relief bf rates. 



A possible expansion of Municipal enterprise in a 
commercial field relates to monopoly fire insurance, the 
local authority being the sole medium for such insurance. 
The course seems appropriate as the local authority is 
primarily responsible for fire fighting. 


(e) taxes other than stamp duties on transactions In 
stock exchanges and futures markets. 

(f) taxes on the sale or purchase of newspapers and 
on advertisements published therein. 


Question 11. —Would you suggest that the net surplus 
earned by,State Undertakings should accrue to General 
Revenues or be carried to a fund for financing projects 
of development or be re-invested in the undertakings 
concerned ? 

It is not possible to be dogmatic on this point, and 
to lay emphasis on any one of the alternatives to the 
exclusion of the others. The need of the hour must 
determine the policy. 

The contribution to the General Revenue of the Cor¬ 
poration from their B.E.S.T. Undertaking is as shown 
below : 


Year 

Actuals 

Budget 


Rs. 

Rs. 

1948-49 

5,00,000 


1949-50 

10,83,535 


1950-51 

11,18,325 


1951-52 

25,75,611 


1952-53 

28,75,682 


1953-54 


31,20,205 


Question 15. —Do you think that the cost of cornr- 
pliance with tax regulations adds materially to the 
burden of taxation ? If so, in respect of what taxes ? 
Please give details. 


How do you assess the possibilities of adding to the 
country’s tax resources in respect of the above items ? 

It the proceeds of the taxes referred to in this 
question find their way into the treasuries of Local 
Bodies, it would no doubt add to their financial re¬ 
sources. But it would be to the detriment of the 
country as a whole if proceeds of Succession and Estate 
duties are utilised for merely balancing the budgets of 
the State Governments or the Local Authorities. The 
proceeds from these sources must only be used for 
' Development Expenditure ’ whether of the States or 
the Local Bodies so that the National Assets may not 
be adversely affected by such levies that go to reduce 
the ‘ Development Potential ’ in the private sector. 

Question 36. —Do you consider it desirable and feas¬ 
ible to levy a tax on unearned increments in value of land 
and other property as a result of public projects of deve¬ 
lopments ? 

ufi. Ordinarily it would be both desirable and 
feasible to levy a tax on unearned increments in the 
value of land and other property in a free economy, 
where demand adjusts itself to supply and vice versa. 
But such a levy under conditions of control, now ob¬ 
taining in the country, would not effectively answer 
the canons of equality. 


Part I. 
Question 38 


The cost of prevention of evasion of taxes is included 
In the cost of collection, there being no separate agency 
to enforce compliance with tax regulations in the City. 
The cost of securing compliance with tax regulations 
cannot therefore be said to be a material burden on 
taxation except, perhaps, in the case of the wheel tax, 
where the Collection Establishment is obliged to devote 
a considerable part of its time in tracing vehicles, a 
large number of which is now being garaged on the 
streets and assess them to the Wheel tax. 

Question 16. —Do the benefits accruing from public 
expenditure have a bearing on a consideration of the 
burden of taxation ? If so, how would you take this 
into account in considering the burden of Indian taxa¬ 
tion ? 


Part IV. 
Questions 153 to 159 
Part V. 
Questions 168 to 171 


No remarks to offer. 


Part VI.—Local Taxation. 

Question 185. —Do you consider that the system of 
local taxation in India is generally satisfactory and that 
the need for improvement is confined to matters of rela¬ 
tive detail ? 

If not, what in your view are its major defects ? To 
what extent are they related — 


The incidence of local taxation is based more or less 
on the benefit principle taking the community as a whole 
and improved services must mean higher burden of 
taxation. The approach to the financing of services by 
a Municipality is the reverse of that provided by a 
private concern. A private concern usually looks first 
to its income and adjusts its expenditure accordingly. 
A Municipality, on the other hand, has to estimate first 
the minimum cost of its services and then determine its 
rates and taxes. While there is a great need for im¬ 
provement in the local services in all directions, the 
capacity of the population to foot the bill is limited due 
to economic reasons, limited sources of revenue and lack 
or inadequacy of grants from the State Government. 


(a) to the framework — constitutional, legal, etc. 

within which the system operates, or 

(b) to the actual operation of the system ? ' 

If possible, please illustrate your reply by reference 
to the position as you know it in one or more States 
What remedies would you suggest ? 

No. The major defect of local taxation system is 
its inability to cope with the ever-growing expenditure 
on civic services, particularly under a Welfare State 
due mainly to limited sources of revenue available to 
the local authorities. 


Question 17. —Do you think that the tax burden 
weighs particularly heavily on any individual industry 
or occupation ? If so, please furnish the Commission 
with the evidence on which you rely. 

Local taxation is evenly spread out and there is no 
reason or evidence to show that the tax burden weighs 
heavily or adversely on any particular industry or 
occupation. 

Part I. 

Question 34. —Article 269 of the constitution 
enumerates the following taxes which may be levied and 
collected by the Union, but the proceeds of which are 
to be assigned to the States. 

(a) duties in respect of succession to property other 
than agricultural land; 

(b) estate duty in respect of property other than 
agricultural land; 

(c) terminal taxes on goods or passengers carried by 
railway, sea or air. 

(d) taxes on railway fares and freights. • 


It is a peculiar feature of Municipal functions and 
finances in this country that while local bodies are be¬ 
ing asked to provide basic needs of the people like 
primary education, health, sanitation and medical relief, 
housing, water supply and roads and to achieve certain 
targets laid down in the constitution within a stipu¬ 
lated period, their sources of income are being in¬ 
creasingly restricted. Taxes formerly allocated to local 
bodies in the Scheduled Taxes Rules are now included 
In the Provincial list without consulting the Local 
Authorities. State Governments have even appropriat¬ 
ed to themselves some of the taxes which were previ¬ 
ously earmarked for local bodies, as for example, the 
D.I.P. Tax in Bombay. As a matter of fact, some taxes 
reserved for local bodies under the Scheduled Taxes 
Rules have now been included in the Union List under 
the New Constitution, for instance, terminal taxes; 
but a majority of them are included in the State List. 
Thus the resources of the Municipalities have been 
subjected to various vicissitudes without improving their 
financial position, despite larger and larger devolution 
of responsibilities on them. There is, therefore, a great 
need for a proper delimitation and demarcation of the 
fields of taxation not only between the Union and States 
but also between States and Local Bodies. This major 



defect is thus related to the constitutional frame-work 
of the system. 

Suggestions for remedying them are included in 
replies to the following questions. 

Question 186. — If the framework is defective, is any 
part of its inadequacy traceable to the Constitution ? 
Please explain your point of view in some detail. In 
particular, would you recommend the inclusion in the 
State List (from which all Local taxes are derived) 
of any taxes which are particularly suitable 
as items of local taxation but which do not 
now figure in that List ? Are some of these taxes 
altogether new taxes or are they included in the Union 
List ? More specifically, have you any comment to make 
on the recommendation of the Local Finance Enquiry 
Committee that “ terminal taxes on goods or passengers, 
carried by railway, sea or air ” should be transferred 
from the Union List to the State List ? 

Yes. Please see reply to 185. So long as local 
bodies have no separate and substantial heads of reve¬ 
nue assigned to them under the Constitution and they 
are left to be dealt with by the States who have their 
own problems and commitments, they are bound to 
remain financially feable and unable to provide increas¬ 
ingly civic amenities to the people. It is, therefore, 
suggested that to the 13 items the net proceeds of 
which are recommended to be made exclusively avail¬ 
able to the Local bodies by the Local Finance Enquiry 
Committee, vide para. 134 of their report, the follow¬ 
ing items also should be added. 

1. Share in the Succession or Estate duties 

(Entries 47 and 48, List II and Entry 87, List I). 

2. Share in the sale of goods other than news¬ 
papers (Entry 54, List II). 

3. Share in Non-judicial stamps other than those 

levied by the Union (Entry 44, List III). 

4. Share in Petrol tax. 

5. Betting Tax. 

Under article 285 of the Constitution of India, pro¬ 
perties vesting in the Union Government which have 
been erected after 1-4-1937 are exempt from Municipal 
taxes. This is in strange contrast with similar pro¬ 
perties owned by the Municipality which are liable to 
Government taxes or state properties liable to Muni¬ 
cipal Taxes. The Union Government is also not pay¬ 
ing Town Duties on grains imported by them for sale. 
This feature has adversely affected the revenue of the 
Corporation. It is, therefore, necessary that the Union 
Government should remove all such discriminations. 
We are in full agreement with the Local Finance 
Enquiry Committee's suggestion that Terminal Tax 
should be transferred from the Union List to the State 
List and if a separate list is to be made for local 
bodies to that list. 

Question 187.— Arising from the foregoing question, 
what considerations would you take into account in 
judging the suitability of a particular tax for purposes 
of local taxtion ? 

In so far as a tax suitable in relation to one local 
body may not be suitable in relation to another, what 
characteristics of the local body itself, as a tax-autho¬ 
rity, would you include among the considerations rele¬ 
vant for the assessment of suitability ? 


(d) Elasticity to meet the changing local needs 

promptly and effectively; 

(e) Convenience of administration ; 

(f) Prevention of evasion ; 

(g) Prevention of shifting of the incidence of 

taxation to places outside local limits. 

• 

The General Property Tax as also the services taxes 
on the proportionate system satisfies the needs of the 
^-rporation so far as they relate to (a), (b) (e) above. 

To secure (d), it is suggested that the limit pres¬ 
cribed under Section 140(c) of B.M.C. Act may be done 
away with leaving the Corporation free to operate the 
tax in their discretion. 

Consolidation of all taxes leviable by the Corpora¬ 
tion is also recommended to secure (c). 

The Town Duty on imports, with provision for 
refund in respect of export of articles so taxed, secures 
(g) in full measure and as most of the collection of 
the duty is through the Railways and the Bombay Port 
Trust, (/) is also in a great measure satisfied. 

The Theatre tax levied by the Corporation satisfies 
to an appreciable extent (a), (c), (e), (/) and (g). 

Question 188. — Assuming that the State List is or 
can be made adequate, is the frame work defective in 
individual States in the sense that it fails at important 
points, to ensure proper devolution, i.e., (in this context) 
proper transference of tax-power from the State List to 
Local Bodies ? If so, please answer questions 189 to 194 
with reference to the actual arrangements for devolution 
(as they emerge from the sum total of the relevant State 
Laws, rules, administrative orders and administrative 
practices) in the particular State or States to which your 
comment relates. 

Question 189. —Is there failure to provide for the de¬ 
volution of one or more suitable taxes upon an appro¬ 
priate category of local bodies ? If so, please give, with 
reference to each such category, instances of taxes which 
it would be particularly suitable for that category to 
levy, but which for insufficient reasons, it is not em¬ 
powered to levy. 

Question 190. —Is there failure to prevent the devolu¬ 
tion of unsuitable taxes ? 

In other words, are taxes allowed to be levied which 
are manifestly unsuitable for levy by the particular 
category of local bodies ? 

Please give instances. 

Question 191. —Is there failure to make devolution 
sufficiently prompt and flexible ? For example: Is the 
procedure dilatory in actual practice ? Is specific appro¬ 
val insisted upon where general authorisation would do ? 
Are necessary conditions imposed on the power to levy ? 

Please given instances. 

Question 192. —Is there failure to make devolution 
sufficiently diversified in relation to the capacity of 
particular local bodies to exercise particular powers 1 
Thus, do the Legislation, regulation and administration, 
taken together, show inadequate appreciation of the dis¬ 
tinction between —- 


Please relate your answer to the different categories 
of local bodies, viz., broadly :— 

I.—Urban. 

A. —City Corporations. 

B. —Municipalities (including Cantonment Boards). 


(i) categories of local bodies ; a tax-power which 

may be wholly unsuitable for one category 
may be very suitable for another. 

(ii) degrees of development among local bodies of 

the same category, e.g., a tax-power not suit¬ 
able for some village panchayats may be suit¬ 
able for others. 


II.— Rural. 

C. —Local Boards. 

D. —Village Panchayats. 

The following are the considerations that usually go 
into the determination of suitability of taxes for local 
bodies, the suitability in each case depending on the 
peculiar needs of the case: — 

(a) The assessee’s ability to pay ; 

(b) Adequacy and certainty of income ; 

(c) Economy of collection; 


Please give instances. 

Question 193.—(a) In respect of individual taxes, 
does the devolution take sufficient account of the extent 
to which power may be transferred, e.g. 

( i) power to decide whether or not to levy the tax' 

or ' 

(ii) power to decide the rate of levy of the tax, or 
(in) power to assess the tax; or 

(iv) power to collect the tax, or 
(v) different combinations of the above. 



no 


(b) In the same connection is adequate use made of 
the different conditions which may be attached to the 
powers mentioned above, e.g. 

(i) condition making the levy of the tax compul¬ 

sory at a stipulated minimum rate ; 

(ii) conditions that the rate of levy shall be subject 

tp a stipulated maximum; 

( iii ) condition to ensure the relative independence of 

the assessing agency, and 

( iv ) condition that a particular standard of collec¬ 

tion shall be maintained; 

(c) With reference to particular taxes and particular 
categories of local bodies, please give instances, if any, 
Illustrative of the following :— 

(i) a power is withheld altogether though a cer¬ 

tain degree of power with, if necessary, cer¬ 
tain conditions, might be transferred: 

(ii) the degree of power transferred might be higher 

or lower; and 

(itt) the conditions attached might be more restric¬ 
tive or less restrictive. 

Question 194.— Is the devolution defective in that 
there are concurrent and overlapping powers exercisable 
by the State Government and the Local Body ? Please 
give instances and explain the disadvantages involved 
in actual practice. 

In the matter of devolution of taxing power, while 
there has been no devolution of unsuitable taxes on the 
Corporation there has been a failure to provide for 
devolution of certain taxes suitable for local taxation. 
The suitability of the Entertainment and the Betting 
taxes for local purposes cannot be denied when their 
productivity depends entirely upon amenities provided 
by the Corporation. Attempts were made by the Cor¬ 
poration repeatedly to move the State Government to 
make these resources or at least part thereof available 
to the Corporation, but they have not met with any 
success. 


As devolution of taxing power is through the 
Statute, it is necessarily dilatory and it is the experi¬ 
ence of the Corporation that any amendment to the 
Bombav Municipal Corporation Act usually takes 6 to 
8 months to materialise and in the matter of taxat’on 
such delavs out the Corporation in an unenviable posi¬ 
tion in relation to their financial needs. The Corpora¬ 
tion’s suggestion to fix the maximum limit of the 
General Tax at 27 per cent, as against 21 per cent, now 
obtaining was turned down by Government on the 
ground that there was no case for an increase in the 
limit -when the limit already fixed was not reached. 
The safety margin which the Corporation aimed at by 
such amendment was thus withheld and as a result if- 
an occasion arises when the Corporation is obliged to 
raise the tax beyond the limit already fixed they would 
have to face the risk of delay involved in getting the 
Act suitably amended in this behalf to suit the needs 
of the time. 

B. The Corporation has not at any time been refus¬ 
ed State aid or permission to float loans on the ground 
that they have not fully utilised the resources open to 
them. As a matter of fact, the Corporation have been 
raising loans with Government’s permission from year 
to year and during the Post-War period have actually 
received non-recurring grants-in-aid to tide over its 
financial difficulties. 

C. All development expenditure in the case of the 
Corporation is met from loan funds and so far there 
has been no financial assistance from Government in 
that connection. A Government Loan of Rs. 2 Grores 
Is, however, expected during this year towards the 
financing of the Vaiterna-cum-Tansa Scheme undertaken 
by the Corporation at a total estimated cost of about 
Rs. 18 Crores. 

Question 195.—(o) Is there, in your opinion, defec¬ 
tive co-ordination — fiscal, administrative or other — be¬ 
tween particular local taxes and allied State or Central 
Taxes ? 

Please give instances and point out the nature and 
order of the detrimental effect, if any, on the public or 
on trade, industry, etc. What remedies woud you sug¬ 
gest ? * 


(b) Does the lack of co-ordination in any particular 
instance, result in unnecessary duplication of staff or 
other forms of wasteful administration ? Does it lead 
to needless harassment of the tax-payer by different 
tax-agencies. What remedies would you suggest ? 

The Bombay Government Urban Immoveable Pro¬ 
perty Tax and Municipal General Tax, Government tax 
on vehicles, Municipal Wheel Tax, the amount collected 
under sanction for exhibiting the cinematographs films 
(under Item No. 60, Union List) as well as the other 
taxes such as taxes on luxuries, including taxes on 
entertainments, amusements, betting and gambling (vide 
entry No. 62 of the State List) Municipal licence fees 
and Government excise duties are being levied in 
different forms by the Union and State as well as Local 
Bodies involving unnecessary duplication of adminis¬ 
tration and harassment to trades and industries. 

These are legitimate sources of local revenue and 
rf they are assigned to the local authority, much of the 
harassment to the tax-payer and waste of money con¬ 
sequent upon the duplication of administration could 
be avoided. 

Here it may be mentioned that the Urban Immove¬ 
able Property Tax levied by the State Government is 
being collected by the Corporation along with its pro¬ 
perty taxes and a rebate of 3 per cent. (Rs. 2,23,956 in 
1952-53) is being allowed to the Corporation for its 
services in that connection. 

Question 196. — Apart from defects traceable to the 
Constitution (Question 186) or the legal or other arrange¬ 
ments for devolution in individual States (Questions 188 
to 194), or to inadequate co-ordination between the 
different tax-structures, Central, State and Local ( Ques¬ 
tion 19.5). are there any other important types of defects 
in the framework of the system ? Please give instances. 

In the field of local taxation, where it is the expen¬ 
diture that determines the income and not vice versa, 
taxation as a major source of local revenue has outlived 
its usefulness and is not likely to hold its own against 
expenditure that has a tendency to grow from year to 
year particularly in the Welfare State that is now ours. 

Municipalisation on a large scale alone would appear 
to be the answer to the trouble of stringency which is 
beyond the present system of taxation to deal with. 
In the case of smaller bodies where municipalisation is 
not practicable, a share for them in the profit of nation¬ 
alisation or provincialisation would be worth consider¬ 
ing. 

Question 197. — Have you any comments to make on 
the proportion borne by the tax-revenue of different cate¬ 
gories of local bodies to — 

(i) non-tax revenue other than grants-in-aid, and 

(ii) grant-in-aid ? 

At present the proportion borne by the tax revenue 
to the non-tax revenue and grants-in-aid so far as the 
Corporation is concerned is 78 : 16 :6 respectively. 

Until the non-tax revenue envisaged in answer to 
Question 196 is developed to play its full role in the 
local financial field, Government grants must grow to 
the extent to which tax revenue is unable to meet the 
calls made upon it by such local services as Education 
etc., which are of National importance. 

Question 198.—Do you consider that local bodies fail 
to make full use of tax resources available to them ? 
Would you agree that they should use their powers of 
taxation fully before receiving further grants-in-aid as a 
means of addition to their resources ? 

Considering the poverty of the population and the 
circumstances under which the local bodies have to 
work, it is not possible for them to exploit their avail¬ 
able tax resources to their full capacity without disturb¬ 
ing the economic life of the local community. * Ability 
to Pay ’ of the Local Community alone could determine 
the extent to which local bodies could go in the matter 
of taxation. 

Further in view of the slow process of devolution of 
taxing powers and in the absence of Government assu¬ 
rance of financial aid to local authorities that have 
fully used their resources in the event of their sudden 
need to augment their funds to meet their evergrowing 
expenditure on local needs, it would not be prudent for 
a local authority to exhaust the limit of its resources at 
any given time. 
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In the circumstances, it is reasonable for the local 
bodies to expect grants-in-aid as a means of addition 
to their resources before they have fully used up their 
available powers of taxation. In England the grants- 
in-aid meet as much as 45 per cent, of local expenditure. 

In the case of the Bombay Corporation the resources 
at their disposal are being exploited to the extent deter¬ 
mined by the capacity of the rate-payers to bear the 
total burden of all the direct and indirect taxes levied 
by the Union and State Governments and the Munici¬ 
pality. The already heavily taxed population in 
Bombay is in no position to bear any additional load 
and hence it is that the Corporation has not been able 
to levy the Education Cess which it is empowered to 
impose. 

Question 199. — If it was necessary to equip local 
bodies with additional resources beyond their powers of 
taxation, which of the following alternatives would you 
prefer and why — 

( i) transfer of additional . powers of taxation ; 

(it) assignment of a proportion of a tax or taxes 
collected by the State Government, within the 
area of a local body. 

(a) with the local body in exercising no responsi¬ 

bility in respect of the tax or taxe's; 

(b) with the local body exercising responsibility of 

different degrees ( e.g., for assessment, collec¬ 
tion, etc.) in respect of the tax or taxes ; 

(tit) grants-in-aid ? 

Please elaborate your answer with reference to the 
particular taxes you have in view in regard to alterna¬ 
tive (i) and (ii). 

The first alternative is preferred in the case of bigger 
Municipalities having adequate machinery to collect the 
taxes. as it would leave the local authorities free to 
develop their legitimate resources, without undue inter¬ 
ference from the States. If an independent tax is made 
available to the Corporation it can devise ways and 
means to get the maximum out of it. It would improve 
recovery and collection and also explore the possibilities 
of additional income therefrom. Dual responsibility in 
its very nature suffers from fundamental defects and 
creates difficulties and differences at the wrong end. 

If fixed grant-in-aid is given, the position might not 
be altered even in better times when sources yfeld 
better revenue, although the expenditure of the Corpo¬ 
ration might go up to an appreciable extent. This 
should be evident from the fixed sum in lieu of road 
tax granted to Madras and Calcutta Corporations since 
1938. The Bombay Corporation strongly opposed the 
move for such a grant and it has stepped up its revenue 
four-fold since then from Rs. 10 lacs to Rs. 40 lacs. 

Question 202.— As regards the Urban Immoveable 
Property Tax, the Local Finance Enquiry Committee says 
in effect that even though property tax generally should 
be left to be exploited by local bodies it would be both 
expedient and suitable for the Government ( 1 ) to levy 
an urban immoveable property tax when a Municipality 
fails to levy a property tax inspite of a statutory obli¬ 
gation to do so, or (2) to continue to levy the tax when 


a Municipality refuses to increase its property tax to 
the extent the State Government is prepared to reduce 
its Urban Immoveable Property Tax. Do you agree 
with this view ? Have you any other comments 
to make on the Urban Immoveable Property Tax ? 
you consider it a suitable form of taxation for the States, 
what modifications, if any, would you suggest in regard 
to exemptions, rates of levy, mode of assessment and pro¬ 
cedure for collection ? * 

Levy of the U.I.P. Tax by Government ought to be 
considered as an encroachment on the already limited 
field of local taxation and it would be in keeping with 
the principles of justice if the Government were to 
withdraw from this field leaving the local authorities 
free to exploit that tax for their own benefit. 

Question 223. — Have you any comments or sugges¬ 
tions to make on any items of local taxation not covered 
by the foregoing questions ? 

None. 

Question 224. — Have you any general suggestions to 
make regarding the fuller utilisation of their tax re¬ 
sources by different categories of local bodies ? 

None. 

Question 226. — What problems if any, not covered by 
the foregoing questions, are special to part B States ? 
Please' state how you would deal with them. 

None. 

Question 227. —Have you any comments, not already 
covered by your answers, to make on the recommenda¬ 
tions of the Local Finance Enquiry Committee in so far 
as they are relevant to local taxation ? 

None. 

Question 228. — Should provision be made for manual 
labour being contributed (a) as an additional tax or (b) 
in payment or part-payment of an existing tax, to one 
or more categories of local bodies or to State Govern¬ 
ments, in futherance of specific local development or, 
oerte rally of the development programme of the country ? 
What, in your view are the possibilities and implications 
of the suggestion ? 

While what is proposed here may help in further¬ 
ance of specific local development in the villages, its 
success or desirability in Urban Areas is doubtful. In 
Bombay assessees to Municipal taxation belong to 
classes that are not accustomed to manual labour. The 
suggestion in this question therefore is not practicable 
In the City of Bombay. 

MEMORANDUM D. 

It seems that the Commission has been concentrat¬ 
ing mainly on taxation, State-aid and borrowings as the 
enly available means of raising funds to meet local 
expenditure. Considering the limitations of such ways 
of raising public funds, the need for exploring ways 
and means to increase the non-tax revenue of local 
authorities cannot be over-emphasised. The State, on 
the recommendation of the Commission, may do well 
to create a climate in which Municipalisation or shared 
Nationalisation or provincialisation may thrive. 


Replies of the Poona City Municipal 
the Supplementary Questionnaire 


Para. 162 read with para. 184.—The State Govern¬ 
ment levies a stamp duty on transfer of properties by 
sale, mortgage, gift, etc., with or without consideration. 
As the values of properties are enhanced pari passu with 
the development programmes undertaken by municipal 
bodies especially Corporations, it is equitable that a part 
cf such betterment in values of properties, the benefit 
of which is fully reaped by the alienors, should be passed 
on to the municipal excheauer. It is, therefore, proposed 
that either the State Government should assign a portion, 
say at least 50 per cent, of the stamp duty, to the 
municipal bodies in whose jurisdiction such properties 
are situated or, in the alternative, the State Government 
mav levy a surcharge on the stamp duty on the lines 
and the procedure adopted in the case of the State of 
Madras and after levying and collecting it, the State 
Government should make over such surcharge to the 
municipal bodies concerned. 


Corporation to the Questionnaire and 
of the Taxation Enquiry Commission. 

Para. 168. —Prima facie there is nothing wrong for 
each local authority to levy its own vehicles tax on 
motor vehicles using roads in its own area. It must 
derive sufficient income from such tax to maintain the 
roads which are subjected to wear and tear by such 
vehicles. To avoid multiplicity of taxation on motor 
vehicles which ply within the jurisdictions of more than 
one local authority it may. however, be more rational 
to evolve some system whereby such vehicles will be 
taxed at one source only. One method would be that 
Government may continue to levy its tax on motor 
vehicles independently. In addition to such a Govern¬ 
ment tax, a surcharge may be levied on the duty on the 
petrol consumed bv motor vehicles which would be 
sufficient in the first instance to cover at. least, the total 
income derived by the various ’ocal authorities from 
their own taxation of motor vehicles at present. Every 
vear each local authority should communicate to the 
State Government what income it would like to derive 
in respect of taxation of motor vehicles as far as its own 
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budget for that year is concerned. It should be perfect¬ 
ly reasonable if any local authority asks for more 
revenue on this account than at present if it can sub¬ 
stantiate the case by mentioning what extra mileage of 
roads it proposes to construct during a particular 
year and at what cost. The increase asked for by a 
local authority over its present income should be the 
proportion of the extra road mileage which it proposes to 
undertake ditring the year to the present road mileage 
Which it maintains. This is fair enough because accord¬ 
ing to the present dispensation it is perfectly legal for 
each local authority to increase its own motor vehicle 
taxation every year. 

The surcharge on the petrol duty collected by Govern¬ 
ment should be apportioned among the local authorities 
in the State on the following basis: — 

(I) The number of motor vehicles plying within the 
particular municipal limits; 

i2) Consumption of petrol in the municipal area ; 

(3) Yearly recurring expenditure incurred on roads 
and total mileage of roads. 

Thereafter it should be distributed according to the 
demands made by each local authority for the particular 
year. In order that there should be no delay in the 
remittance of such collections. Government should 
arrange to remit the amounts due to each local authority 
in respect of each year in four quarterly instalments. 
One important point to be remembered is that no local 
authority should suffer by the system proposed and that 
it should get in the first instance the revenue which it 
is at present deriving from its taxation on motor vehicles 
and there must be sufficient elasticity in the system to 
provide for increased revenue from year to year as the 
local authority may wish to derive. If this is not possible, 
then it is best to continue the present system whereby 
each local authority levied its own taxes on motor 
vehicles even though this may lead to multiple taxation. 

In some cases, in addition to local roads, there are 
national and State high-ways and major district roads 
within the jurisdictions of local bodies. In such cases 
it would be fair that a part of the petrol duty realised 
by Government in addition to the surcharge mentioned 
above, should be assigned to the local authorities 
concerned. 

Para. 169.—The present tax realised by municipal 
bodies in respect of motor vehicles falls very consider¬ 
ably short of their expenditure on the maintenance of 
roads, let alone the cost of further development of com¬ 
munications. In view of this it may be assumed that 
almost the entire revenue from this source of taxation 
is spent on maintenance itself. Thereby no margin is 
left out of the tax which could be earmarked for 
development. 

Para. 171P.—As far as vehicles other than motor 
vehicles, which ply in the jurisdiction of local bodies 
are concerned, such vehicles should be taxed by the 
local authorities themselves. The proceeds realised 
from such taxation which are small will be, as at 
present, utilised in the maintenance of the roads in the 
areas of the municipal bodies. The present rates which 
are already low seem to be quite reasonable. If it 
becomes necessary to increase them the local authorities 
should have as at present the option to do so. 

Para. 172.—At present the tax on entertainments or 
amusements is levied both by municipal bodies and also 
by Government. It is difficult to say off hand whether 
both these rates taken together have reached the point 
of diminishing returns. There seems to be a general 
feeling, however, that some relief may be given, We 
think that as far as the entertainment tax or the theatre 
tax is concerned it should be left entirely to the muni¬ 
cipal bodies to levy and that Government may withdraw 
from this field of taxation. To that extent municipal 
bodies will be able to increase their income from this 
tax and perhaps it may be possible then to give a slight 
relief from the present combined- rates, both municipal 
and Government, in respect of this taxation. We under¬ 
stand that in the case of Madras State this tax is entirely 
reserved for municipal bodies. The same could be done 
in the State of Bombay. 


(b) any entertainment or amusement which is not 

open to the general public on payment, 

(c) any entertainment or amusement the full pro¬ 

ceeds of which, without the deduction of 
expenses, are intended to be utilised for a 
public charitable purpose 

is working well and does not call for any further 
modification. 

Para. 174.—In the case of the Poona Municipal Cor¬ 
poration the theatre tax is being levied on the basis of 
the number of shows or performances. In view of this, 
there has so far been no complaint of evasion as the 
number of shows or performances are definitely known, 
in case, however, as suggested above, the entire enter¬ 
tainment tax is reserved for the Corporation then it 
would perhaps be advisable to change the present basis 
and levy the theatre or entertainment tax on the basis of 
the prices of tickets. The entertainment tax may be 
collected in advance by stamping the ticket books 
accordingly. In addition to this, to make sure that 
there is no evasion, there should be surprise checking of 
the ticket books as well as the tickets issued through 
Inspectors. There should be legal powers for the 
inspecting staff to demand tickets from the persons in 
the auditorium to check whether the tickets are genuine 
and bear the entertainment tax stamp. If in the case of 
complimentary tickets entertainment tax is levied, as at 
present, then it is not really necessary to restrict the 
number of such complimentary tickets. 

Para. 175.—The theatre tax is levied by the Poona 
Municipal Corporation at present in respect of cinemas, 
dramas, circuses, tamashas, musical concerts and wrest¬ 
ling tournaments and besides these there is a general 
item which covers ‘ any item of public entertainment or 
amusement \ In view of the last item it does not seem 
necessary to specify any more clauses. 

Para. 176.—The tax on consumption or sale of 
electricity levied by the States in India seems to be 
quite justifiable. There is no objection to levy the tax 
both in respect of energy for domestic purposes as well 
as for industrial uses so long as the levy is not unduly 
high. We would suggest that this entire tax may be 
assigned by the State Government to municipal bodies 
and the entire proceeds may be made over to the muni¬ 
cipal bodies. This will help the municipal bodies to 
reimburse themselves for the expenditure incurred by 
them on street lighting which is one of their obligatory 
duties and there would seem to be a full justification for 
this proposal. 

Incidentally we would propose that Government 
should help local bodies in acquiring public utilities in 
their areas, e.g., electricity, gas, transport, etc., by con¬ 
tributing half the cost of acquisition, the remaining half 
being contributed by the local bodies and that the net 
profits should be shared by Government and the local 
bodies in equal shares. 

Para. 177.— (a) As electrical energy consumed by 
frigidaires, heaters, radios, etc., is charged according to 
the readings from power meters at a lesser rate than in 
the case of lights and fans, it does not seem necessary 
to exempt them from the levy of the tax. The bills in 
respect of power meters should be subjected to the same 
rate of tax as in the case of lights and fans. 

(b) No exemptions are suggested. It does not seem 
necessary to charge a lower rate of duty to small con¬ 
sumers as their bills correspond to the number of units 
consumed by them which by data are small. 

Para. 178.—The rates of duty in respect of energy 
consumed for industrial purposes should be the same as 
that for domestic lights and fans. It does not seem 
necessary to provide for any exemptions except perhaps 
in the case of rural areas, i.e., village areas not in 
municipal limits where electricity is used for progressive 
agriculture or for cottage or small scale industries. In 
such cases only exemptions would seem to be justified. 

Para. 179.—Whether electricity is supplied by 
Government, by Municipal udertaking or by private 
enterprizes it makes no difference to the proposals made 
above. 


Para. 173.—The present provision which exists under 
Section 148 of the Bombay Provincial Municipal Corpo¬ 
rations Act, viz., that the theatre tax shall not be leviable 
in respect of— 

(a) any entertainment or amusement for admission 
to which no charge is made or only a nominal 
charge is made (nominal charge having been 
defined as the charge which may be fixed by 
the rules and which at present in the pase of 


Para. 180.—This is not a municipal sphere and, 
therefore, the matter is left to the decision of the various 
State Governments. 

Paras. 181, 182 and 183.—The betting tax should be 
reserved for the local authorities in whose jurisdiction 
betting takes place. This is in conformity with the re¬ 
commendation which has already been made by the 
Local Finance Inquiry Committee. Similarly, the tax on 
prize competitions should also be reserved for municipal 

niifKrtrill'oo 
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Para. 184. —The expenditure incurred by Corpora- 
, tions on education is considerably high and the assistance 
from Government is restricted only to one-third of the 
approved expenditure. In view of the policy of free and 
compulsory education to be gradually adopted by the 
municipal authorities it is desirable and necessary that 
the State Government should increase its assistance to 
at least one-half of the approved expenditure. In addi¬ 
tion to the Government’s grants-in-aid, municipal corpo¬ 
rations may also be empowered to levy an education cess 
of a suitable magnitude. 

Para. 185.—As has been pointed out in the replies to 
the foregoing questions and as will be pointed out in 
the course of replies to the succeeding questions, there is 
further scope for amplifying the sources of taxation 
available to local bodies. In some cases local bodies are 
not allowed to select taxes without the prior approval 
of the State Government which results in delay besides 
involving a considerable degree of uncertainty so that 
the preparation of budgets to that extent is hampered, 
lne power to levy and collect terminal taxes on goods 
and passengers carried by rail, sea or air has now been 
appropriated to the Central Government under the Con¬ 
stitution which could have been left to local bodies. 
Similarly, the tax on goods and passengers carried by 
road or inland waterways which is left to the State 
Government could have been transferred entirely to 
municipal bodies. The remedies are (i) to transfer some 
of the taxes which the State Governments at present 
levy to municipal bodies, (ii) to assign to them portions 
of some taxes collected by them and (iii) not to insist on 
prior approval to the selection by municipal bodies of 
some taxes from the State list as is at present the case. 
Similarly, the present total exemption from municipal 
taxation winch is accorded to properties and vehicles of 
the Central Government situated or plying within the 
J * r iu dl ^ tlon x.? f J ocal authorities according to article 285 
?r Constitution of India, needs to be modified to make 
the position identical to that of State properties under 
^32, 133, and 143(l)(b) of the Bombay Provincial 
Municipal Corporations Act, according to which sections 
mere is no complete exemption in respect of proper+ies 
and vehicles belonging to the State Government. " 

Para. 186.—We agree that terminal taxes on goods 
and passengers carried by railway, sea or air should be 
c r 4?i f ?- rr + ed , fr0 !? the Union List to the State List. The 
already includes taxes on goods or passengers 
carried by road and inland waterways. In view of this 
transfer from the Union list to the State list 
should not appear unreasonable. It would also lead to 
an easier administration. As a matter of fact, we have 
suggested during the course of these replies that terminal 
taxes on goods or passengers carried by sea, railways, 
air, road or inland waterways should be transferred 
entirely to municipal bodies as they are already at 

♦h ?Hn -F etent t0 u Ievy octroi - A P art f rom the trans¬ 
fer ltem . Perhaps Item No. 40 in the Union list, 

rnn'Li °h ter , ieS organized by the Government of a State, 
u°i ld p b \ tran ? f v. erred frora the Union list to the State 
t nn nf +w ap? + thei ? V 3 ? ecial reason for the reserva- 

^his item in the Union list but it is not readily 
discoverable. If the item is taken on the State list then 

hv P thi°V^ th r? tax on s x uch lot teries may be assigned 
st . a t e Government to the municipal bodies in 
whose jurisdiction it is recovered. 

Jf* 7 f7 Taxation by local bodies is * beneficial ’ 
to , say ; the proceeds thereof are utilised 

cerned r f f ho , ar ® a of the local body con- 

ptate or Central Government taxation is 
onerous taxation as there is no guarantee that the 
proceeds of the particular tax realiSi fn a particular 
vfew necessarll -r be sPeut in that area only. In 

view of this, as much freedom as possible should be 
t ?. local bodies to levy taxes in their areas as even- 
tualiy they get returned to the rate-payers themselves 
directly in the shape of better amenities, etc. To a 
n +t Xte e+ t L by undertaking local works, local bodies 
relieve the State and Central Governments of the neces- 

?* ty t i?-T < !u rta ox e x SUch works in their area. To the extent 
hcnTfit C v, the ? nd Cen tral Governments, therefore 
benefit by not having to spend in the local areas as 
much as they would otherwise have to spend in the 
i° cal . authorities, as much latitude as can 

be glv f n , to , th e. local bodies in matters of 
local taxation needs to be given. 

While the levy of some taxes may be quite possible 
,“ ei =essary m the case of some local bodies, if would 

other 6 i to have same taxes in the case of 
other local bodies, e.g., whereas it would be perfectly 

reasonable and possible for corporations and municipal- 
ities to levy octroi, terminal taxes and profession taxes 
t be i P° ss ,ible for Panchayats and District 
Local Boards to levy them. In their cases, perhaps the 
income from such sources will not be much fmd on the 

mnS Ur< i Slde t * e 2 wdl have to maintain a corres¬ 
pondingly larger staff. Panchayats and District Local 


Boards do not normally levy the water tax as in the 
villages either there are ancient wells or private wells 
from which the water supply is drawn. Where, however, 
the Panchayats and District Local Boards undertake 
specifically new water works, such as wells, tanks, etc., 
to augment the water supply, thereby making 
larger quantities of water available for the particular 
area in their charge, they may be allowed to levy a 
reasonable water tax and to collect it on a capitation 
basis. Panchayats do undertake conservancy but 
District Local Boards do not do so. Perhaps this is so 
because in each village there are inferior village servants 
either watanders or stipendiaries who undertake con¬ 
servancy work. 

Para. 190. —The taxes which are allowed to be levi¬ 
ed by municipal bodies at present are not manifestly 
unsuitable for levy by these bodies. As a matter of 
fact, as has been suggested earlier, in addition to such 
taxes which local bodies are at present empowered to 
levy they should be authorised to levy some additional 
taxes 

Para. 191. —To a certain extent the devolution has 
not been sufficiently prompt and flexible. The devolu¬ 
tion would be easier if in the cases of taxes fallia| 
within a particular category prior approval of the State 
Government is not insisted upon as is at present the 
case under section 127(2) of the Bombay Provincial 
Municipal Corporations Act, 1949, read with proviso to 
Section 149 (1) of the same Act. To illustrate this 
point, when under section 127(l)(a) of the Bombay Pro¬ 
vincial Municipal Corporations Act, 1949, Municipal 
Corporations are allowed to levy property taxes, they 
should also be allowed to levy a tax on transfer of 
properties situated within their jurisdiction. Secondly, 
when Municipal Corporations are authorised to levy a 
profession tax, the allied tax on trades, callings and 
employments which falls in the same category should 
also be allowed to be levied by the Municipal Corpora¬ 
tions without the prior approval of the State Govern¬ 
ment for its selection. 

If Municipal Corporations are allowed to levy these 
taxes automatically without having first to secure 
Government’s approval, it would dispense with the 
present somewhat cumbrous and dilatory procedure and 
the attendant uncertainty and delay. 

Para. 193.-—(a) and (b) : Generally speaking, as far 
as the Bombay Provincial Municipal Corporations Act 
is concerned, the devolution has taken sufficient account 
of the extent to which the power specified from (i) to 
(v) of part (a) of the question can be transferred. In 
respect of Borough and District Municipalities assess¬ 
ment and collection of taxes are entirely left to the 
principal executive officer by statute with a provision 
of appeal to a Committee consisting of elected councillors. 
But in the case of Corporations functions of assessment 
and collection are exclusively in the power of the Com¬ 
missioner. In addition to this the power to decide 
appeals against the assessment also lies with the Com¬ 
missioner. This appears strange. Assessment fixing 
authority and the appellate authority should not be one 
and the same. In order to get true justice an appeal 
should lie to a person, body or Committee independent 
of the assessing authority. Such appeal deciding 
authority should not also be subordinate or inferior to 
the Commissioner in any way. 

Under the Bombay Provincial Municipal Corporations 
Act the compulsory taxes are property taxes and a tax 
on vehicles, boats and animals, whereas octroi, profession 
tax, tax on dogs, theatre tax, toll on animals and vehicles 
other than motor vehicles or trailers and any other tax 
selected from the State list in the Constitution of India 
with the approval of the State Government are optional. 
Whereas under the Bombay Provincial Municipal 
Corporations Act, property taxes and the tax on vehicles, 
boats and animals can be levied by the Corporations 
without consultation with Government. In the case of 
Borough and District Municipalities the rules under 
which any tax can be levied and collected have first to 
be approved and sanctioned by the State Government. 

Another important provision in the Bombay Provin¬ 
cial Municipal Corporations Act is the minimum prescrib¬ 
ed in respect of the general tax. Such minima are 
essential, as, in their absence, there might be a tendency 
to pitch the rates undesirably low. It does not appear 
necessary to us that any maxima need be prescribed. 
Surely the rates of taxes which will be finally approved 
at the budget time would be such as would not be 
unreasonably high taking into account the taxable 
capacity of the citizens. In the case of autonomous 
municipal bodies like Corporations it would not be 
possible to prescribe in the Act itself as to what should 
be the minimum percentage of arrears which the Act 
would allow though one would wish that it wag an 
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essential statutory stipulation. However, this is a matter 
essentially of an administrative nature which can easily 
be regulated by administrative orders. Government 
could indicate the maximum percentage of arrears, if 
any at all, which could be considered to be unexception¬ 
able. We fully agree that a great premium ought to be 
put by principal executive officers of municipal bodies 
on prompt and adequate recovery of taxes and on 
elimination 04 arrears, as far as possible and to restrict 
the arrears to only factors justifiably beyond control. 

(c) At present municipal bodies are not empowered 
to levy any local taxes on Union Government properties. 
In the context of progressively mounting expenditure 
and comparatively inelastic revenues we think that the 
Central Government should show its magnanimity by 
allowing local bodies to levy taxes on properties situated 
in their areas and on vehicles garaged and plying within 
their jurisdiction. As far as the State Government is 
concerned, municipal bodies should be allowed to levy 
a tax on vehicles belonging to the State Government 
garaged or regularly plying within the limits of the local 
bodies. Perhaps, if it is felt that some concession should 
be shown, the rates at which the Central and State 
Government vehicles should be taxed by local bodies 
may be slightly lower than those in the case of other 
vehicles. As far as the State Government properties are 
concerned, under Section 133 of the Bombay Provincial 
Municipal Corporations Act they are not totally exempt 
from property taxes of the Corporations and the State 
Government pays to them 8/10th of the taxes which 
would normally have been leviable. A similar provision 
may exist in the case of properties belonging to the 
Central Government. 

The answer to Question 191 may also be referred. 

Para. 194 and 195.—Yes. The present devolution has 
led to concurrent and overlapping powers in certain 
fields of taxation by the State Government and local 
bodies property taxes, theatre and entertainment taxes 
and vehicles taxes are clear -cases of concurrence and 
over-lapping. Superficially, it may be felt that octroi 
levied by local bodies and the sales tax levied by the 
State Government is also an instance of concurrence and 
over-lapping. However, it may happen that the list of 
articles on which octroi is levied and the list of articles 
on which it is not levied may not be exactly identical 
with the list of articles on which sales tax is imposed 
and the list on which it is not imposed. Similarly, 
whereas the sales tax is imposed after the sale of goods, 
octroi is levied prior to the sale of goods at the time of 
import within municipal limits. In respect of property 
taxes, theatre and entertainment taxes, and vehicles 
taxes, however, it would be reasonable that these fields 
of taxation should be entirely reserved for municipal 
bodies and that there should not be concurrent and over¬ 
lapping taxation by the State Government. This would 
help municipal bodies to augment their revenues from 
these sources by levying them at a higher rate than at 
present. It might also give some relief to the taxpayers 
who will have to pay taxes to one authority instead of 
two and it will also dispense with duplication of staff 
for the purposes of assessment and collection. In cases 
of such concurrent and over-lapping taxing powers, co¬ 
ordination does become sometimes defective in so far as 
the taxpayer may have to pay taxes at very high rates 
if both authorities do not adjust their rates by mutual 
consultation and each authority taxes according to the 
assessment of its own needs. Moreover, as the bigger 
administrative authority Government normally has the 
upper hand in deciding the pitch of its own taxation and 
the local or municipal bodies have no voice. Municipal 
bodies, therefore, sometimes have to face vehement public 
opposition or else to reduce their own scale of taxation 
To do the latter would mean sacrifice of revenue which 
would not happen if municipal bodies were the only 
taxing authorities in these spheres. This does not mean 
that taxes should not be levied at a particular pitch if 
they are considered reasonable, but if public opposition 
is reasonable then the taxable capacity in the particular 
area of taxation also needs equitable consideration. 

Para. 196.—This is mostly covered in the answers to 
the earlier paras, and no other inadequate co-ordination 
can be readily thought of at present apart from the 
instances mentioned earlier. 

Para. 197.—In the case of the Poona Municipal Cor¬ 
poration, a large bulk of revenue, as much as 81.7 per 
cent., is contributed by tax revenue; 11 per cent, is 
contributed by non-tax revenue and 7.3 per cent, by 
grants-in-aid from Government. As far as the high 
percentage of tax revenue is concerned, the situation is 
as it should be. But as far as the percentage of grants- 
in-aid from Government is concerned, the present very 
low contribution of 7.3 per cent, is susceptible of increase. 
It would not be unreasonable that when a municipal 
body mobilises its own resources by undertaking taxation 

to the extent of 80 per cent, or more, in appreciation of 
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its efforts Government should supplement its funds by 
giving grants-in-aid at least up to 15 per cent, of its 
revenue. As a matter of fact, it is very difficult to 
restrict the Government grants-in-aid to a certain 
percentage of revenue, though an attempt has been made 
in suggesting a percentage, as much will depend upon 
the magnitude of unavoidable expenditure which a 
municipal body must undertake for the fulfilment of its 
statutority essential, local and national services. For the 
undertaking of such services, to supplement its own 
funds. Government grants-in-aid on a higher scale than 
at present would be fully justifiable. 

Para. 198.—It is difficult to generalies and say 
whether all local bodies do or do not make full use of 
the taxing powers and resources made available to them. 
Some conscientious local bodies may perhaps be using 
their taxing power to the fullest limit reasonably con¬ 
sistent with the taxable capacity in their areas, while 
some local bodies whose sheet-anchor is only cheap 
popularity and vote-catching election devices may be 
refraining from going the whole hog in the matter of 
levying taxes. Unless the budget of each local body is 
studied, it is very difficult to pronounce any firm opinion. 
As far as the Poona Municipal Corporation is concerned, 
we feel that we have given so far full proof of our 
desire to mobilise cur own resources. We entirely agree 
that local bodies must exercise their powers of taxation 
fully before receiving further grants-in-aid to add to 
their revenues and that when any local bodies have 
defaulted in this, such bodies should not be eligible for 
grants-in-aid. 

Para. 199.—In our opinion, to equip local bodies with 
additional tax resources beyond their present powers of 
taxation ,it would not suffice merely to transfer to them 
additional powers of taxation or to assign a proportion 
of the taxes levied and collected by the State Govern¬ 
ment within the areas of the local bodies or to give them 
grants-in-aid. The best course would be a judicious 
combination of all these three factors. Preference should 
be in the order mentioned in the question, viz .,— 

(i) transfer of additional powers of taxation ; 

(ii) assignment of a proportion of tax or taxes 

levied and collected by the State Government 
within the areas of local bodies ; and 

(iii) where the above two do not cover specific 

services such as education, medical relief and 
slum clearance and in respect of which 
separate taxes for these purposes themselves 
cannot be levied, grants-in-aid should be given 
by Government. 

In what cases additional powers of taxation may be 
given without prior approval of the State Government, 
for each such tax and where assignment of a proportion 
of tax or taxes collected by the State Government may 
be made has already been indicated in the foregoing 
answers. For instance, additional powers of taxation 
would cover— 

(i) tax on transfer of properties, 

(ii) entertainment tax, 

(iii) tax on trades, callings and employment, 

(iv) tax on betting and prize competitions, 

(v) , tax on consumption or sale of electricity, 

(vi) tax on advertisements other than advertisements 

published in newspapers, 

(vii) tax on goods and passengers carried by roads 

and inland waterways, rail, sea or air, 

(viii) capitation taxes. 

As far as the assignment of a proportion of tax or 
taxes collected by the State Government within the 
areas of the local bodies is concerned, the assignment 
may be made from the following taxes: — 

(i) Sales tax, over and above octroi at present 

levied (10 per cent.). 

(ii) Vehicle tax (50 per cent.). 

(iii) Tax on consumption or sale of electricity (100 

_J2g£-C®Htr). 

(iv) Land revenue (15 per cent.). 

(v) Local fund cess on land revenue and on water 

used for irrigation purposes (100 per cent.). 

Para. 200.—The present overlapping of Central 
Government’s income tax, the State Government’s non- 
agricuJtural assesment and the urban immovable property 
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tax and the property taxes of municipal bodies does 
create irritation to the taxpayers. As suggested earlier, 
the field of property taxes should be entirely earmarked 
and reserved for municipal bodies. The State Govern¬ 
ment should not levy the urban immovable property tax. 
As far as the income tax is concerned, it may be allowed 
to be levied as at present in respect of incomes derived 
from buildings and lands in municipal limits. Non- 
agricultural assessment seems to be incongruous because 
any agricultural land in a municipal area is potentially 
capable of non-agricultural use. The Bombay Tenancy 
and Agricultural Lands Act does not apply to lands 
within municipal limits. In view of this, for altered 
user from agricultural to non-agricultural, the occupant 
need not be made to pay the price for such conversion. 
It is. therefor, suggested that Government should logical¬ 
ly discontinue the levy of non-agricultural assessment 
in municipal areas. 

Para. 201.—For the purposes of local taxation the 
annual rental value is the most suitable and understand¬ 
able basis of taxation. Capital value is not so depend¬ 
able or satisfactory. 

However, we would agree with the Local Finance 
Enquiry Committee that in the case of those munici¬ 
palities which have adopted the capital value as the 
basis of assessment and if there have not been many 
complaints there is no objection to continue that basis. 
In respect of certain properties, for instance Railways, 
Government office buildings, etc., it would be more con¬ 
venient and reasonable to adopt the capital value basis. 

Para. 202.—We agree with the Local Finance Enquiry 
Committee that where a local authority fails to levy 
property taxes in spite of its statutory obligation to do 
so or where it refuses to increase its property taxes to 
the extent the State Government is prepared to reduce 
its urban immovable property tax, there would be a case 
for the retention of the urban immovable property tax. 
But as we have said earlier, the field of property taxa¬ 
tion should be left entirely to municipal bodies and 
where a particular municipal body can make out a case 
that it is not reasonably possible for it to increase its 
own property taxes taking into account the taxable 
capacity or the general incidence of taxation on property 
owners in its area, Government should not levy the urban 
immovable property tax in the area of that municipal 
body. Full opportunity should be given to municipal 
bodies to make out a case as to why the urban immov¬ 
able property tax should not be levied. 

Para. 203.—The present principles mentioned in the 
Bombay Provincial Municipal Corporations Act and the 
rules made thereunder seem to be quite adequate for the 
levy of general property taxes. It would be fair to 
exempt rental values below a particular level, say Rs. 50 
per annum, as the cost of collection of taxes on them 
would outweigh the revenue to be recovered. No distinc¬ 
tion need be made in respect of properties which are oc¬ 
cupied by the owners themselves. In respect of charit¬ 
able institutions or educational trusts there is already a 
provision for exemption in the Bombay Provincial 
Municipal Corporations Act which may continue. In 
respect of co-operative housing societies it does not 
appear necessary to give any concession. If any assist¬ 
ance is to be given to such societies, such as those for 
instance of poor people for slum clearance, that could 
more reasonably be given by way of grants-in-aid instead 
of by exemption from property taxation. The present 
vacancy remissions as provided in the Bombay Provincial 
Municipal Corporation Act, viz., 2/3rd of the general 
tax, may continue. Where the municipal body is itself 
interested in the development of a particular estate, say 
for instance an industrial or a trading estate, concession¬ 
al property taxation may be provided to encourage the 
establishment of such enterprises. It does not appear 
necessary to totally exempt buildings and lands in such 
estates from property taxation. But in areas which are 
already developed or in the case of areas which are not 
developed at the initiative or the particular desire of 
the municipal body itself, there need be no concessional 
taxation or exemption. 

Para. 204.—Property taxation should be progressive. 
The present progressive scale in Poona City, viz., 12 per 
cent, for a property the rateable value of which does 
not exceed Rs. 1,000, 13 per cent, for a property the 
rateable value of which is between Rs. 1,000 and 
Rs. 2,000, 14 per cent, for a property the rateable value 
of which is between Rs. 2,000 and Rs. 5,000 and 16 per 
cent, for a property the rateable value of which exceeds 
Rs. 5,000 is reasonable. The more satisfactory basis for 
progression would be slabs of rateable values. If a 
progression on the basis of floors is resorted to it would 
of course discourage vertical building activity but in 
the ultimate analysis it may perhaps resolve itself into 
a tax on capital. 


Para. 205.—All municipal bodies and village 
Panchayats should be empowered to levy property taxes. 
In the case of some district local boards, where commit¬ 
ments on essential expenditure are large, they may also 
be empowered to levy property taxes on buildings in 
rural areas. As far as agricultural lands are concerned, 
district local boards need not be allowed to tax them 
as they already receive local fund cess on the land 
revenue collected from such agricultural lefhds. 

As far as Corporations, borough and district muni¬ 
cipalities and village panchayats are concerned, there 
need not be any limit to the extent to which they can 
levy property taxes. As far as district local boards are 
ccmcerned, a maximum limit should be statutorily pro¬ 
vided, so that taxation of village dwellings will not be 
unduly high. Statutory provision should be made in 
respect of property taxation by municipal bodies indicat¬ 
ing the minimum property taxation which must be levied. 
It should be left to municipal bodies to decide whether 
the tax should be based on the annual rental value or 
the capital value whichever is reasonable, practicable, 
convenient and economic to them. 

Para. 206.—The assessment and collection of property 
taxes should be left entirely to the Assessment aa 
Collection Department of the municipal body under. tHk 
final control of the principal executive officer of that 
body. But there should be some provision for revision, 
appeal, review or reference from the orders of the 
principal Executive Officers of municipal bodies to an 
independent authority in respect of the assessment to 
be finally confirmed. And then the second appeal should 
be to the Civil Court. 

Larger powers are absolutely necessary to effect 
quicker collection of property taxes. Usually complaints 
and appeals are provided for against assessments but 
these provisions are very often misused to delay the 
payment of dues. Statutory provision should, therefore, 
exist similar to the existing in the City of Madras 
Municipal Act that any complaint to the Commissioner 
or appeal to the Civil Court would be no bar to the 
recovery of the amount involved in the case. Such a 
provision would help quicker recovery of property taxes. 

It would be difficult for the smaller local bodies tel* 
engage independently a competent person well-trained 
in the principles of rating for the purposes of assess¬ 
ment of properties. In such cases the State Government 
should appoint such persons who would undertake tb' 
work of proper assessment for a large number of loci 
bodies. When once proper assessment is made ana 
review is taken every four years there are few chances 
of under-assessment. 

Para. 207.—As far as possible, water and drainage and 
conservancy taxes should be pitched at such rates that 
there is no loss on the annual maintenance of these 
services and sinking fund and debt charges on the capital 
outlay incurred on these services. As far as the drainage 
and conservancy taxes are concerned, these taxes may 
be expressed, as in the case of general property taxes, 
as a percentage of the rateable value. However, it may 
be found in some cases that there is intensive use of 
sanitary conveniences in some properties, in which cases, 
instead of assessing and collecting the drainage and 
conservancy taxes as a percentage of the rateable value 
some other system such as charging a certain minimum 
rate per occupier or user of the sanitary conveniences 
per month should be provided. Water tax should 
primarily be expressed, as in the case of general property 
taxes, as a percentage of the rateable value but where 
the expenditure is very high and such a percentage 
would be more than 6 to 8 per cent., the tax may 
appropriately be levied and collected on the basis of 
charges for consumption of water as calculated by'*' 
meters. While levying the water rate by meter measure¬ 
ment, a distinction should be made between the user of 
water for domestic purposes and for industrial, com¬ 
mercial or luxury purposes. In the case of the latter 
group the rate should be higher than that for water 
used for ordinary domestic purposes. 

Fara. 209.—The terminal tax seems to have a much 
■wider scope than octroi. Whereas octroi is in the nature 
of an import duty and levied on goods imported into 
the jurisdiction of local bodies for use, consumption or 
sale, the terminal tax is in the nature of an import and 
export duty. If the terminal tax covers all articles 
which are already included in the octroi schedule and 
is imposed at the same rates, then to levy octroi would 
be a duplication. However, if the goods which are 
subjected to octroi and the rates at which they are so 
subjected differ from the goods included in the terminal 
tax list and the rates thereof, then there would be a 
justification for the retention of these two taxes separate¬ 
ly* at the same time. But it should be possible to make 
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the terminal tax list and the rates so comprehensive as 
to include all articles included in the octroi schedule 
and the rates therein. In that case only terminal tax 
need remain. It appears, however, from the Constitu¬ 
tion of India that the terminal tax connot be levied by 
local bodies. If it is made permissible we should think 
that local bodies would opt for the terminal tax instead 
of octroi. It would appear from Article 269(l)(c) of the 
Constitution of India that terminal tax on goods and 
passengers carried by railway, sea and air shall be levied 
and collected by the Government of India and that it 
shall be assigned to the States. The Constitution does 
not say whether the States should retain the assigned 
receipts of the terminal tax or whether they should pass 
them on to the local bodies concerned. If it is not per¬ 
missible for local bodies to levy the terminal tax, as 
would appear to be the case, then the only alternative 
is' to allow them to continue to levy octroi. The revenue 
derived from octroi is certainly higher than the cost 
of collection and it is a good source of substantial income. 
In the cases of many local bodies octroi receipts con¬ 
tribute the largest bulk of the total revenue. In the 
case of some local bodies there is not much further 
scope for extension of property taxation. If octroi is 
not allowed to be levied at the rates at which they are 
doing now, it would mean considerable sacrifice of their 
revenues and it would deleteriously affect their capacity 
to provide to their rate-payers essential amenities which 
they are under statutory obligation to provide. 

As in most taxes, it cannot be said that there is no 
scope whatever for evasion in octroi. But such loop¬ 
holes have to be stopped by administrative vigilance and 
by devising a system of checks and balance. 

The person who pays the octroi or the terminal tax 
is in the first instance the importer or the exporter. 
Like many other indirect taxes, e.g., customs duty, tariff, 
etc., the incidence is shifted in the ultimate analysis to 
the consumer. But octroi does not appreciably increase 
retail prices. There is no uncertainty about the amount 
payable as the charges are made according to the fixed 
sanctioned schedule. The amount is collected at the 
place of import and, therefore, there is no inconvenience 
regarding the collection. All that needs to be done is 
to see that the rates are such that they do not lead 
eventually to any undue restraint on the volume of 
goods imported or inflation in the retail prices So long 
as this caution is borne in mind there should be no 
objection whatever to octroi. 

Para. 210.—However much agitation and dissatisfac¬ 
tion there may be about octroi or terminal tax, in the 
present state of finances of local bodies, these taxes 
cannot be dispensed with. As already mentioned, to 
abolish these taxes would mean hamstringing the ex¬ 
chequers of local bodies specially when they are faced 
with reduction in Government grants-in-aid, denial of 
further sources of taxation, assignment of revenues and 
when the situation is also deteriorating as the margin 
for further property taxation is fast disappearing. It is, 
therefore, absolutely clear that they must continue to 
levy octroi and also, if possible, terminal taxes. As re¬ 
gards the query whether local bodies should be allowed 
to levy a surcharge on the sales tax instead of levying 
octroi the answer would depend upon three factors, viz., 
(1) the magnitude of the sales tax collections in the juris¬ 
diction of each local body concerned, (2) guarantee about 
its permanence or at least against its reduction from 
year to year, (3) its equivalence with the income deriv¬ 
ed from octroi at present by each local body concerned 
and (4) in the final analysis the agreement of Govern¬ 
ment to assign such an adequate share to each local body 
on this basis. As it is, there is dissatisfaction about the 
sales tax and if a further surcharge is levied, the 
odium therefor will be placed at the doors of local bodies 
for whose benefit such a surcharge is levied. It does 
not seem, therefore, feasible that octroi should be re¬ 
placed by a surcharge on the sales tax. There may 
perhaps be a case for the retention of octroi and in 
addition to give to the local bodies an assignment of 
some percentage of the sales tax realised by the State 
Government in the jurisdiction of the local bodies 
concerned. 


Para. 211.—In respect of luxury articles the octroi 
could reasonably be at least 3 per cent, on the value of 
the articles imported whether expressed as an ad valorem 
duty or on weight. Exemptions should be provided only 
in respect of articles imported in the limits of local 
bodies and certified by officers empowered by the 
Central or the State Government, in this behalf to be 
the property of Government, to be used or intended to 
be used solely for public purposes and not to be used 
or intended to be used for purposes of profit. This 
exemption should not apply to imports by Central or 
the State Government in connection with their com¬ 
mercial or trading enterprises. Similar exemption may 


be given in the case of educational institutions or institu¬ 
tions certified by the Central or the State Government 
as institutions of national importance, provided the 
articles imported by such institutions are certified to be 
the property of such institutions to be used or intended 
to be used solely for public purposes and not to be used 
or intended to be used for purposes of profit. 

Para. 212.—There is no need for the provision of re¬ 
funds as octroi is by definition a cess levied at the time 
of import of articles for use, consumption or sale in the 
limits of the local body. Practically in most cases of 
goods so imported it cannot be established that there 
has been no consumption, use or sale thereof. It is very 
rarely that such articles are stored without break of 
bulk or without any portion thereof being used, consumed 
or sold and if they are exported they are so exported 
after sales which take place in the limits of the local 
body concerned. In respect of goods in direct transit to 
destinations outside the limits of a local body and which 
are not stored in the limits of that local body, some 
arrangements will have to be made for bonded ware¬ 
houses where such goods, which due to accidental 
reasons cannot be immediately conveyed outside the 
territory of the local body, can be stored. In respect of 
goods in direct through transit to destinations outside 
the limits of local bodies no octroi should be levied 
but escort fees may be levied instead to cover the cost 
of escorts which the local bodies will depute to accom¬ 
pany the vehicles along prescribed routes to ensure that 
the goods do not break journey and get stored within 
the limits of the local bodies concerned. 


Para. 213.—There need be no hard and fast rule that 
octroi should be assessed ad valorem or by weight. The 
mode of levy depends upon the nature of the article 
imported. In the case of highly priced luxury articles 
and other important articles the ad valorem basis would 
be more justifiable, convenient and advantageous than 
the weight basis. In other cases the weight basis may 
normally be adopted. 

With the prompt levy of octroi at the time of import 
and with the abolition of refunds there will be no pro¬ 
cedural delays and difficulties and the system will be 
more simplified than if refunds were permitted. In the 
case of refunds an appropriate machinery has to be 
devised for full verification before any refund is 
sanctioned. With the abolition of refunds it would not 
be necessary to engage any staff for this purpose or to 
keep any laborious record. 

..fara- 214.—If the motor transport is nationalised there 
will be less scope for evasion of octroi, but it need not 
tpso facto make any difference in the procedure of 
assessment and collection or the schedule of rates 
governing octroi at present. 

Para. 215.—Such a system of correlation would be 
very difficult to devise and it would lead to a consider¬ 
able uncertainty about the magnitude of-income which 
local bodies would derive therefrom as compared with 
their present realisations. It seems best, therefore, to 
continue the separate assessment and levy of these taxes 
as at present. 

Para. 216.—Tax on goods and passengers carried by 
road or inland water ways should be one of the 
which local bodies alone should be empowered to levy. 
This tax is of the nature of octroi and terminal tax. 

Para. 217.—There is no objection to the ‘ pilgrim tax ’ 
being adopted in places where there is a big place of 
pilgrimage. As far as the floating population in bigger 
cities is concerned, prima facie, such a capitation tax 
may perhaps in principle be justified on the ground 
that the floating population or visitors to the city do not 
pay any rates to the local body but at the same time 
they derive full benefit of the amenities provided by the 
local body in whose jurisdiction they stay temporarily. 
However, we are of opinion that, in big cities travelling 
and pilgrimage should not be discouraged in any way by 
levy of taxes and fees. But some rational and simple 
method of levying such a tax will have to be devised. 
For instance, every time a person comes to the city 
during a year, he should not be made to pay the tax on 
each occasion. The tax will have to be fixed for a 
quarter, six months or for the whole year and passes 
will have to be issued. On the strength of such passes 
the persons concerned can visit the city more than once 
during the sanctioned period of the validity of the 
passes. The rate at which the capitation tax may be 
levied should be based on the rate of per capita taxation 
of the local body. This tax needs to be further consider¬ 
ed carefully to assess whether the revenue which could 
be realised from this tax would be so appreciable as to 
Justify its levy. Floating population will have to be 
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carefully distinguished from local permanent population 
and initially many checks will have to be adopted such 
as possession of ration cards, local enquiry at Railway 
stations, bus-stands, etc. It may be easier, however, to 
levy the tax if only visitors residing in local hotels are 
taxed But if this is done, it may reduce the number 
of visitors and the hotels may start complaints that 
their incomes have diminished and that their capacity 
to pay the hotel tax which is levied on them at present 
has correspondingly reduced. Thus the question of 
elasticity or inelasticity of travelling and temporary stay 
in other places will have to be carefully assessed. 

Para. 218.—This tax has not so far been levied. It 
will not be fair and reasonable that a voter should be 
required to pay a tax for the exercise of his votes. 

Para. 219.—Nil. 

Para. 219.—(a) Nil. 

Para. 219.—(b) Tolls should be levied as at present on 
vehicles and other forms of transport other than motor 
vehicles. 

Para. 220.—We agree with the Local Finance Enquiry 
Committee that the limit of Rs. 250 placed by the Con¬ 
stitution in respect of profession tax should be raised 
to Rs. 1,000. As far as taxes on trades, callings and 
companies are concerned, there should be no maximum 
limit whatever. The profession tax and taxes on trades, 
callings, employments and companies should be reserved 
for municipal bodies. It may be statutorily provided 
that such taxes shall be compulsorily levied by Corpora¬ 
tions and by Borough Municipalities. In the case of 
smaller municipalities, they may be levied as a matter 
of discretion. It is difficult to say off-hand what the 
minimum level should be as it would depend upon the 
cost of collection. It will be worthwhile considering 
whether incomes from professions and employment below 
Rs 100 per month should be exempted. But the scale 
should be such as would ensure a reasonably sizable 
revenue to the municipal bodies after meeting the costs 
of administration in respect of such taxes. The taxes 
on callings and employment should be collected by the 
employers on behalf of the municipal authorities as is 
done in the case of the Income tax and the amounts 
may be remitted by them to the latter. The pitch of 
the tax on professions, callings and employment should 
be such that the incidence does not add appreciably to 
the cost of living. While collecting these taxes there is 
no harm in accepting the figures which are accepted by 
the Income-tax Department. As a matter of fact such 
a system will be easier to operate. The persons asses¬ 
sed to these taxes should obtain certificates from the 
Income-tax Department regarding such figures and 
produce them before the municipal authorities. 

Para. 221.—The theatre tax should be continued to be 
levied by municipalities. As a matter of fact, as we 
have already suggested earlier, the entertainment and 
theatre taxes should be reserved entirely for municipal 
bodies, which alone should levy them. It would be more 
advisable that the State Government should increase its 
present rates of licence fees for licensing pictures and 
dramas for exhibition. This would help the State 
Government to cash in considerable revenue without 
having to incur expense in each district for recovery oi 
the entertainment tax. 

Para. 222.—At present, under the Town Planning Act, 
municipal bodies are entitled to levy betterment contri¬ 
bution in respect of town planning schemes. This pro¬ 
vision should continue. Under proviso (i) to Section 
216(1) of the Bombay Provincial Municipal Corporations 
Act, it is feasible for Corporations to levy betterment in 
respect of values of properties owing to road widening 
schemes. In order to get an absolute and clear title, 
road widening programmes are at present undertaken in 
Poona City not by negotiation under Section 212 of the 
Bombay Provincial Municipal Corporations Act but under 
the Land Acquisition Act. We would suggest that while 
preliminary action may be taken by municipal authorities 
under Section 212 of the Act, the actual acquisition 
should be not by negotiation, which in cases of un¬ 
disclosed encumbrances or litigations may only lead to 
a defective title and possibility of further litigation, but 
under the Land Acquisition Act. 

In addition to these betterments, viz., under the Town 
Planning Act and proviso (i) to Section 216(1) of the 
Bombay Provincial Municipal Corporations Act in 
respect of road widening, we would suggest that there 
should be provision in municipal legislation to recover 
half the betterment in the values of surrounding pro¬ 
perties where important schemes other than road 
widening are undertaken by them. We understand that 


such a provision exists in the United States of America 
and could be adopted by us also. 

Para. 223.—Answers to the foregoing questions have 
already covered the points. 

Para. 224.—Government should watch from year to 
year whether local bodies show sufficient mobilization 
of self-help by fully utilising their sources of tpxes and 
penalise such of them, who after having been given 
reasonable opportunity for showing cause as to why 
their grants should not be stopped, fail to do so. While 
deciding whether the taxation has been adequate 
Government should take into account the economic 
circumstances prevailing in the area of each local body 
and the taxable capacity therein. 

Para. 225.—As already mentioned earlier in the cases 
of large municipal bodies such as Corporations the 
assessment and collection of taxes should be left as at 
present to the administration with a provision of an 
appeal against the assessment to an authority independ¬ 
ent of the Commissioner. The second appeal should lie 
to the Civil Court. In the case of other local bodies 
such as Borough and district municipality the assess¬ 
ment of property should be done, if possible, annually 
but at least once in four years by an officer of Govern¬ 
ment. The first appeal on such officer’s decision should 
be to an authority independent of such Government 
officer. The second appeal should be to the Civil Court. 

In order to guarantee speedy collection of taxes there 
should be a provision in the Bombay Provincial Small 
Causes Court Act for distress warrants against contuma¬ 
cious tenants who wilfully withhold rents from their 
landlords. There is such a provision already in the 
Bombay Presidency Towns Small Causes Courts Act. 
The fixation of standard rents by Courts take a long 
time and pending the decision of such cases the tenants 
must pay to their landlords interim rents as fixed by 
the Courts. The general complaint of the landlord is 
that they do not get rents regularly from their tenants 
to enable them to pay the taxes. The provision to 
recover the taxes from the tenants becomes cumbrous 
and dilatory in practice. If the taxes are to be recovered 
from tenants they have to be proportionately split up 
among each tenant and recovery becomes very protract¬ 
ed and dilatory. 

As regards the vehicle tax collection there should be 
powers for the executive of the local bodies to seize the 
vehicles in respect of which the wheel tax is evaded. 

Para. 226.—Nil. 

Para. 221.—The foregoing answers have already cover¬ 
ed the topic. The recommendations of the Local Finance 
Enquiry Committee are acceptable. In order to enable 
Municipal Corporations to float their loans successfully 
at reasonable rates of interest the State Government 
should not hesitate to accord their guarantee to their 
debentures and the Central Government should under¬ 
take amendment of the Indian Trusts Act to give the 
status of Trustee securities to their debentures. 

(Vide paragraphs 790-792 of the Committee’s Report.) 

Para. 228.—The question refers to manual labour. 
Ex-hypothesis, the category of municipal taxpayers is 
constituted by persons to whom manual labour is not 
attractive. Even if the facility of paying a part of the 
tax by manual labour is kept open to them, we have 
grave doubts whether it will really work in practice. 
Either the advantage of such a facility will not be taken 
by honest taxpayers or else it will be misused by dis¬ 
honest taxpayers, by collusion with the muster keepers 
such as Mukadams, etc., who are by no means above 
suspicion and may mark them present though they may 
be absent. Where such dishonest practices are resorted 
to, it may mean in the end both loss of revenue and 
loss of labour. As far as labour other than manual 
labour is concerned, however, e.g., clerical or supervisory 
work, etc., the system may perhaps be workable. But 
in that case the question would arise whether extra 
posts are going to be created for such persons or whether 
they are going to displace the existing incumbents. 
Where extra posts are proposed to be created for such 
works then perhaps the system may be workable, pro¬ 
vided the persons concerned have the necessary quali¬ 
fications, educational and technical, for such posts. If. 
on the other hand, creation of extra posts is not envisag¬ 
ed, then it would mean displacement of existing 
personnel which will be difficult because no permanent 
person can be asked to make way simply on the ground 
of accepting labour in lieu of taxes. From this point 
of view also, to a certain extent, this practice seems to 
be unworkable In the case of State or Central Govern¬ 
ment projects, however, which are on a large scale 
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throughout the country and would need considerable 
extra personnel, this system may be workable. It may 
be quite conceivable that in villages small landlords 
instead of paying land revenue and other Government 
dues may opt for manual labour. Similarly, persons 
from other walks of life may be available for clerical 
and other type of work. In the case of census, e.g., 
instead o< levying a special tax, unremunerated work in 
the larger interest of the nation could be compelled. 
As far as municipal bodies are concerned, however, 
practically speaking, the scope seems to be very limited. 


SUPPLEMENTARY QUESTIONNAIRE 
( MUNICIPALITIES ). 

MEMORANDUM A. 

Brief summary of the law governing the Local Body, 
its constitution, administrative set-up and functions. 

The Poona City Municipality came into existence in 
the year 1856 under the Act of 1850. This Act provided 
that a municipal agency should be established in any 
town or suburb on the application of its residents. At 
first this agency used to consist of Magistrates and a 
Committee of members appointed by Government. 

Under Act No. VI of 1873 Municipalities obtained 
corporate existence. This Act also introduced the prin¬ 
ciple of election tout it was actually put into practice 
in the year 1882 in the case of the then existing 10 city 
municipalities. The Collectors were Presidents of the 
municipalities then. Till the year 1881, the composi¬ 
tion of this municipality was as under: — 

Ex-Officio .9 

Nominated.7 

Elected 12 

The Collector continued to be the President. 

In 1899-1900, there were 19 nominated members and 
20 elected by the citizens. A nominated member was 
the President then. A nominated member became the 
President Tor the first time in the year 1886. In the year 
1920 the number of nominated members was consider¬ 
ably reduced and the elected element strengthened. An 
elected member, Shri N. C. Kelkar, became for the first 
time the President of the Municipal Council in the year 
1920. 

In the year 1923, the total number of members was 
raised to 50 out of which only 7 were nominated by 
Government. The number of nominated members was 
further reduced to 5 in the year 1929 and the nominated 
element completely disappeared in the year 1938 when 
the. total number of members was increased from 50 to 
60. 

The Poona Suburban Municipality which exercised 
jurisdiction in the area near and around the Poona Rail¬ 
way Station (Total sq. miles 4) was merged in this Cor¬ 
poration on 15th February 1950. This Municipality also 
was governed by the Bombay Municipal Boroughs Act 
1925 just as the Poona City Municipality was governed. 

Under the Bombay Provincial Municipal Corpora¬ 
tions Act, 1949. the Poona City Municipality was con¬ 
verted into a full-fledged Corporation consisting of 65 
elected councillors. This Act replaced the Bombay 
Municipal Boroughs Act 1925 which governed the Muni¬ 
cipality till then. 

Under the Corporations Act the entire executive 
administrative power vests in the Municipal Commis¬ 
sioner who is appointed by Government and is along 
with the Corporation and the Standing Committee a co¬ 
ordinate authority of the Corporation. The principal 
committee which is vested with certain statutory finan¬ 
cial powers is the Standing Committee which consists 
of 12 members elected by the Municipal Corporation in 
its general meeting. There are other committees 
appointed under Section 30 of this Act which are vested 
with certain functions delegated to them by rules. They 
are: — 

(1) The Public Works Committee, 

(2) The Public Health & Medical Relief Committee, 

(3) The Improvement Committee, 

(4) The Law, Revenue & General Purposes Com¬ 

mittee. 

Each of these committees consists of 9 members. 
These committees function independently of the stand¬ 


ing Committee except when financial matters are in¬ 
volved and submit their recommendations to the Muni¬ 
cipal Corporation. 

The Municipal Corporation settles the policy in 
regard to Municipal matters and has been vested with 
the most important power of sanctioning the annual 
budget. 

There are certain statutory officers like the City 
Engineer, the Medical Officer of Health and the Assis¬ 
tant Municipal Commissioners who work under the 
supervision and executive control of the Municipal Com¬ 
missioner. There are other officers also like the Assessor 
and Collector of Taxes, the Chief Accountant, the Deve¬ 
lopment Engineer who are all subordinate to the Muni¬ 
cipal Commissioner and are placed by him in charge 
of certain departments. 

The Municipal Chief Auditor and the Municipal Sec¬ 
retary are officers who work directly under the control 
of the Municipal Corporation. They are controlled by 
the Standing Committee and are responsible to the Cor¬ 
poration. 

The Poona Municipal Corporation conducts a Trans¬ 
port Organisation known as the Poona Municipal Trans¬ 
port. The chief executive officer of this organisation is 
the Transport Manager who is a statutory officer and 
has all administrative powers so far as the Transport 
Organisation is concerned. There is a Transport Com¬ 
mittee which decides matters of policy in regard to the 
Municipal Transport. This is a committee appointed by 
the Municipal Corporation from among its members. 

The obligatory and discretionary duties of a Muni¬ 
cipal Corporation are defined in Chapter VI of the Act. 
Sections 63, 64 and 65 define obligatory duties and Sec¬ 
tion 66 its discretionary functions. 

Revenue and Capital budget of the Local Body ; 
changes in budgetary position; changes in pattern of 
income and pattern of expenditure; explanation ol 
changes ; “ Development ” programme and expenditure 
thereon, if any. 

A statement showing the budgetary position (revenue 
& capital) marked ‘ A ’ is enclosed. 

Changes in budgetary position. —During pre-war 
periods there was no material change. During the war 
period on account of prosperity of trade and scarcity of 
accommodation there was considerable increase in reve¬ 
nue every year under heads of octroi dues as well as 
property taxes. During the post-war period the budget¬ 
ary position was maintained till 15th February 1950 on 
which date the Suburban and the Poona Municipal 
Borough areas were amalgamated into a Corporation by 
a special enactment. The income from 1949-50 onwards 
is the aggregate of the incomes of the ex-Suburban and 
Poona City Municipalities. From 1950-51 property taxes 
were levied under the Bombay Provincial Municipal 
Corporations Act, 1949. at comparatively higher rates 
and the Octroi schedule was also revised—the main 
change being that octroi was levied on certain items on 
an ad-valorem basis. This contributed to further in¬ 
crease on the income side. The Corporation now enjoys 
a sound financial position. As regards the expenditure 
side, there has been a continuous growth consistent with 
the increased amenities which are being provided to the 
citizens having regard to the increased population and 
increased demand for a greater degree of amenities. 

The income mostly consists of property taxes, viz.. 
general tax, conservancy tax and water tax. octroi and 
toll, wheel tax. hotel tax and theatre tax and other real¬ 
isations such as rents from properties, interest on invest¬ 
ments, fines for offences against law, fees for services 
rendered and grants-in-aid from Government towards 
primary education, sanitation, etc. For some time the 
Corporation received a grant (25 per cent, of the ex¬ 
penses) from Government on account of dearness allow¬ 
ance and an assignment of land revenue and non-agri- 
cultural assessment at the rates of 15 per cent, and 75 
per cent, respectively which have been "withdrawn from 
the year 1951-52. The expenditure mainlv relates to 
maintenance of services such as. water works, drainage 
sanitation, public health, medical aid, public works! 
communications and street lighting, primary education, 
public safety, etc. There has been no basic change either 
in the levy of taxes or other sources of income or in the 
nature of services rendered. As regards Development 
programme and expenditure thereon the major schemes 
relating to water works and drainage including the out¬ 
fall sewer were undertaken by Government partially by 
raising a loan and by contribution from Gpvernment and 
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by the Municipalities (Poona City and Suburban Muni¬ 
cipalities). Two town planning schemes were completed 
by the year 1938-39. In addition to these major road 
schemes were carried out from time to time. A state¬ 
ment showing the details of the expenditure incurred 
upto 1949-50 on the schemes marked ‘ B ’ is attached. 
A separate statement showing the capital expenditure 
Incurred during the period 1950-51 to 1952-53 marked 
‘ C ’ is also attached hereto. 

Relative importance of (i) revenue derived from tax¬ 
es levied by the Local Body, (ii) share of revenue from 
specific taxes levied and collected by the State Govern- 
(ii) grants-in-aid from the State Government and 
(iv) other “ non-tax revenue ” of the Local Body 
(e.g., income from fees); individual components oj 
“ other non-tax revenue ” and their relative importance ; 
in particular, the relative importance of commercial, 
transport and other undertakings, if any, run by the 
Local Body. 

The taxes derived from levies on houses and the 
octroi form the main stay of the revenues of the Cor¬ 
poration. These averaged between 72 to 82 per cent. 
No share of revenue from any taxes levied and collected 
by the State Government is made over to the Corpora¬ 
tion. Grant-in-aid equal to one third of the expenditure 
on primary education is received from Government. A 
grant-in-aid equal to 25 per cent, of the expenditure in¬ 
curred on dearness allowance was paid by Government 
for the years 1949-50 and 1950-51 and stopped there¬ 
after. The aggregate grants-in-aid averaged between 6 
to 14 per cent. Revenue derived from other non-tax 
revenue (comprising of realisations under special Acts, 
revenue derived from municipal properties and powers, 
fees and fines, interest on investment and other miscel¬ 
laneous receipts) forms a small portion of the total re¬ 
venue of the Corporation and averages between 12 to 
18 per cent. As regards commercial, transport and other 
undertakings the Corporation runs only the local trans¬ 
port undertaking for the conveyance of passengers and 
not goods. This activity was started in 1950-51 with the 
intention of providing the residents with a cheap mode 
of conveyance. 

Principal taxes levied ; trends in revenue from prin¬ 
cipal taxes; explanation of trends and indication of pros¬ 
pects. 

(1) Property taxes comprising general tax, ivater 
tax and conservancy tax. —The revenue from property 
tax is progressively increasing on account of the new 
properties springing up within the limits of the Corpora¬ 
tion and on account of the higher rents due to scarcity 
of accommodation. 

Rates of the Taxes for the year 1949-50. 

(City Municipality). 

Property Tax — 

1, House Tax . . ,5 per cent, on the net annual 

letting value of the buildings. 

2. Drainage Tax . . 75 per cent, of the House Tax 

subject to a minimum of Rs. 2 
per annum. 

8 . Speoial Sanitary Cess For 1st. seat in privy Rs. 8 p.a. ; 
(Privy Cess). for each additional seat for 

privy Rs. 6 p.a. 

For each Cess-pool upto 50 Oft. 
capaoity Rs. 3 p.a. ; for every 
25 Cft. or part thereof over and 
above 50 Cft. Re. 1 p.a. 

4. General Sanitary Cess Rs. 3 per annum. 

(Non-privy Cess.) 

5. General Water Cess . Rs. 2 per annum, 

6. Water Tax . . . Houses assessed to an annual 

House Tax of Rs. 10 or less; 

Rb. 18 p.a. for }' connection. 
HouBe assessed to an annual 
House Tax exceeding Rs. 10.— 

Y connection . . Rs. 22 per annnm. 

}' connection . . Rs. 50 per annum. 

1' connection . . Rs. 88 per annmn. 

The rates of water tax were revised from 1st July 1949 as under 

Rs. per annum. 

J' pipe connection . 36 

{' pipe connection . 72 

1 # pipe connection , 144 


Rates of Municipal Taxes for the year 1953-64. 

(Municipal Corporation). 

Property Tax — 

(a) General Tax— 

Rateable value group. Rate per oerfL 

Rs. 1 to 1,000 . 12 

Rs. 1,001 to 2,000 . 13 

Rs. 2,001 to 5,000 . 14 

Rs. 5,001 and above . 16 

(5) Water Tax— 

Connection Rate. 

Y oonneotion . . Rs. 36 per annum, 

f* connection . . Rs. 72 per annum. 

1* connection . . Rs. 144 per annum. 

Supply by Meter. 

Annas six per thousand gallons. 

(c) Conservanoy Tax— 

3 per cent of the rateable vaiue subject to the minimum of 
As. 8 per month per property. 

The revenue derived from property taxes is likely 
to remain steady for some years to come as the addi¬ 
tional revenue from new properties would be balanced 
by a fall in rents and subsequent fall in the rental 
values as the scarcity of accommodation will gradually 
disappear. 

(2) Octroi. —The octroi tax was levied for the first 
time in the year 1875-76 under the Municipal Act. The 
toll tax seems to have been collected in the form of 
dasturi upto the year 1861 and toll as such upto 1874-75. 
The first schedule of octroi rates was prepared and 
sanctioned in the year 1869 and the actual collection 
started at the sanctioned rates of octroi since 1875-78. 
The income collected from this tax for the first year 
amounted to Rs. 92,525 while the total income of the 
Municipality was Rs. 1,37,345. This income went on 
increasing and in the year 1880 it amounted to Rs. 97,213. 
It will be seen from the enclosed statement showing the 
figures of total income of the Municipality and the in¬ 
come from the octroi tax for every 10 years from 
1879-80 to 1941-42 that Octroi has been the main source 
of income to the Municipality also, since then. 

The items of octroi tax in the Octroi schedule were 
changed and the rates were also revised from time to 
time. A complete overhaul of the Octroi schedule was 
made thereafter in the years 1943 and 1949. The Sche¬ 
dule of octroi rates sanctioned in the year 1949 and 
thereafter annually is still in force. 

Even to day it will be seen that the revenue from 
Octroi is the main source of income of the Corporation 
and it will continue to be so in future also. There is no 
record to show that the octroi schedule was revised and 
new items added from time to time for purpose of any 
definite improvement in the limits of the Municipality 
or for balancing the budget, etc., but it is obvious that 
this increase in the rates might have been to meet tbe 
increasing expenditure of the Municipality. 

I do not see any immediate prospects of increasing 
the present rates of octroi still further for fear that such 
enhancement may adversely affect the trade and is not 
indicated in the trade depression which is setting in. 

There is recently a little fall in the revenue from 
octroi on account of depression in the market and the 
lower purchasing power of the public. 

(3) Tax on vehicles, boats and animals. 

(4) Hotel tax and theatre tax. 

There is no material change in the revenue from tax 
on vehicles, boats and animals as well as the hotel tax 
and the theatre tax. Present rates will be found in 
the leaflet ‘ E ’ attached. 

Efforts if any, at different periods, to increase tax- 
revenue by imposing new taxes or increasing the rafe$ 
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of old ones; new or increased taxes for financing deve¬ 
lopment, for meeting debt charges , for balancing budget, 
etc., changes from time to time tn such taxes; if new 
taxes or higher rates of existing taxes were considered 
but dropped when and in what circumstances they were 
considered and why they were dropped. 

Efforts by increasing the rates of existing taxes were 
made in the year 1949-50 as well as in 1950-51. For the 
1953-54 budget a water tax of 5 per cent, of the rateable 
values and a conservancy tax of 4 per cent, of the rate¬ 
able values and increase in the general tax were sug¬ 
gested by the Municipal Commissioner. But the Cor¬ 
poration did not accept these increases proposed By the 
Municipal Commissioner. In 1951-52 the Corporation 
wanted to impose a new tax by requesting Government 
to enhance the ‘Duty on transfer of Property’ and to 
transfer the increase to the Corporation. But the provi¬ 
sional approval to the levy of the tax necessary under 
the Act was refused by the State Government and hence 
the proposal to impose that tax had to be dropped. The 
proposal to levy a profession tax which will involve in 
its scope a tax on trades, employments and callings is 
under consideration of the Corporation at present and 
Government has been approached to accord its provi¬ 
sional approval to the selection of the tax. 

Appraisal of prospects in the matter of increasing 
the present level of tax-revenue; extent to which and the 
general reasons, if any, for not utilising available tax 
■resources to the fullest extent; whether State legisla¬ 
tion and rules thereunder, or the policies and practices 
of the State Government hinder in any way the full 
utilisation of suitable tax-resources ; and if so, in what 
manner and to what extent. 


Percentages of arrears of taxes as on 31st March 1953 
are as under: — 

Name of tax. Percentage of arrears. 

General Tax . . 18-1 

Conservancy Tax . . . 28-20 

Water Tax .... 5-5 

Wheel Tax .... 12-4 

Hotel Tax .... 6-29 

Theatre Tax . . . — 

Water Tax by meter . . 20-2 

Tax evasion and tax avoidance generally; broad 
appraisal of the magnitude of such evasion or avoidance 
and of the techniques adopted by those who evade or 
avoid; counter-measures, if any, taken to prevent eva¬ 
sion or avoidance. 

The reply to this would be found in the replies to 
part VI of the General Questionnaire. 

As regards octroi there are two major measures 
adopted by the Octroi department to prevent evasion of 
octroi tax. They are— 

(i) Surprise checking by the Inspectors at different 

Nakas and 

(ii) Special Inspectors on Motor cycles. 

The Inspectors have prosecuted cases of such evasion 
and where the Octroi Naka staff was involved the staff 


was dismissed. Sometimes the importers give false de- 
The reply to this would be found in the replies to clarations about the values or weight of goods which 
part VI of the General Questionnaire. they import. Such evasion is detected by the Inspectors 

and the defaulters are brought to light and prosecutions 
Administration by the Local Body of its tax system are lodged. Goods imported by roads are carried main- 

generally; broad features of administration in respect ly by trucks and such trucks are checked while un-load- 

of the following ; (i) set-up at different levels, (it) assess- ing the goods and if any excess articles are found which 

merit, (iti) appeal and revision and (iv) collection; cost have escaped payment of octroi, the octroi is recovered 

and efficiency of administration, especially assessment and the persons concerned are prosecuted. Sometimes 

and collection; extent of arrears and steps taken for re- some persons avoid payment of octroi by bringing tb? 

coveries; tax administration from the point of view of goods in their hold-alls and suit-cases. Such cases are 

the tax payer; assistance, if any, from the State Govern- detected toy the Octroi Inspectors at the Railway station! 

merit in administering individual taxes. and they are also prosecuted. Sometimes goods it 

larger quantities are imported and invoices for lowtl 
The reply to this would be found in replies to Fart quantity are produced. Later on supplementary in- 
VI of the General Questionnaire. voices are produced under the subterfuge that the con- 

As regards octroi, the octroi is collected by the de- signor forgot to send them or else they were in transtl 

partment itself. Octroi Nakas were established on all by post. It has been publicly notified by an advertise- 

important road ends of the Municipality by which goods ment in the newspapers that such splitting up of in- 

are imported in the limits of the city. At present there voices will not be allowed and that unless goods im- 

are 28 Octroi Nakas on the various roads of the Corpora- ported are fully covered by invoices the importers wil! 

tion. The department is actually managed by the Octroi be prosecuted for presenting falsely smaller invoices tc 

Superintendent with the assistance of Octroi Inspectors, evade octroi. All possible measures have been taker 

clerks and peons. The strength at Nakas is kept accord- to see that leakage is prevented, 

ing to the importance of the Naka with Inspectors to 

check the actual working at different Nakas. As octroi Any other points of importance in connection with 

is collected when the goods are imported in the limits of the taxation of the ImcuI Body. 
the Municipality the question of any arrears does not 

arise. Government departments and some well-estato- The reply to this Will be found in the replies part V) 

lished limited liability companies are permitted to hold of the General Questionnaire, 
accounts current with the Corporation whereby they 

deposit some amount with the Corporation and the goods Finally, please furnish with Memorandum A a state 

-are allowed without collection of any octroi at the Naka ment in the form appended to this Annexure contain 

f at the time of actual import and the total octroi due ing certain data on the finances of your Local Body. 

from them on the goods imported is adjusted against 

the deposits paid by them. A statement marked ‘ D ’ is attached. 
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STATEMENT C. 

A Statement showing tho capital Expenditure incurred during the period 1950-51 to 1952-53. 


Particulars. 


Total expenditure 
during 1950-51 
and 1951-62. 

Expenditure 
during 1952-53. 

Total expenditure 
upto 31st March 
1953.* 



Rs. 

Rs. 

Rs. 

I. General Supervision collection of Revenue, etc. — 





1. Auxiliary Building. 

• 

2,45,061 

49,217 

2,94,278 

2. Buildings for Hadapsar and Dapodi Nakas . 

• 

52,083 

29,103 

81,186 

3. Purchase of Nanawada Building 

• 

1,14,000 

3,51,798 

4,66,798 

4. Ward offices ...... 

• 

106 

33,859 

34,026 

5. Swargate, Warje, Poud and Vaitagwadi Naka Buildings 

• • 

26 

26 

6. Purchase of land for Bopodi Nama Market and P.M.T. . 

•• 

837 

837 



4,11,310 

4,64,840 

8,76,160 

* . 

II. Water Supply — j 





1. Laying water lines ..... 


9,741 

9,705 

1 9,446 

2. Swargate Water Works Improvements 


1,55,098 

6,428 

1,61,526 

3. Laying water lines in Parwati Village . 


40,464 

.. 

40,464 

4. High Level Tank Water Works Improvement 

• • 

4,08,985 

2,53,884 

6,62,869 

6. Tilak Vidyapeeth ..... 

• * 

BkX 2,441 

91,067 

[93,508 

0. Laying water lines in Timber Depot Scheme 

• t 

• • 

28,505 

28,506 



6,16,729 

3,89,589 

10,06,318 

HI. Primary Education — 





1. School Buildings . 

• 

3,45,310 

16,086 

3,61,396 

2. Purchase of land for Panjarpol Soho il 


• • 

2,492 

2,492 



3,45,310 

18,578 

3,63,888 

V. Public Health — 





1. River Improvement ..... 

• 

1,28,708 

38,450 

1,67,168 

2. Cattle Pounds ... . 

• 

39,175 

42 

39,217 



1,67,883 

38,492 

2,06,375 

VI. Hospital and Dispensaries — 





1. Bhawani Peth Dispensary 

• 

16,889 



2. Do. T. B. Hospital 

• 

12,284 

5,007 

53,119 

3. Shukrawar Peth Second T. B. Clinic . 

. 

118,939 ' 



4. V. D. Clinic Building .... 

• 

1,00,528 

129 

1,00,657 



1,48,640 

5,136 

* 

1,53,776 

VII. Street cleansing and Conservancy — 





1. Ambil Odha Quarters .... 

• • 

2,12,459 

77,667 

2,90,126 

2. Urinals and latrins for Ambil-Odha quarters 

• • 

14,030 

1,576 

15,606 

3. Ambil Odha Welfare Centre . . . 

• • 

10,026 

.. 

10,026 

4. Kasba Peth Colony Welfare Centre 

• a 

9,362 

1,798 

11,160 

5. Kasba Peth Chawls .... 

• • 

,, 

70,507 

70,567 


2,45,877 


1,51,608 


3,97,485 
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STATEMENT C—contd 


Particulars. 

Total expenditure 
during 1950-61 
and 1951-52. 

Expenditure 
during 1952-63. 

Total expenditure 
upto 31st 

March 1953. 

• 

Rs. 

Rs. 

Rs. 

/Ill. Boadt, Drains and Sewers — 




1. Purchase of land for widening Lakdi Bridge 

15,240 ' 



2. Widening of the Lakdi Bridge . 

6,32,673 - 

3,03,588 

9,58,695 

3. Construction of the Lakdi Bridge 

7,194 



4. Asphalt Roads ..... 

8,09,736 

62,293 

8,72,029 

5. Roads in the extended areas 

1,22,240 

14,574 

1,36,814 

6. Xar roads and Bridges in T. P. areas . 

. . 47,646 

887 

48,533 

Timber Depot Scheme — 




7. Laying drainage lines 

12,824 

6,676 

19,500 

8. Roads in Timber Depot Scheme 

14,825 

88,353 

1,03,178 

9. Nagzari Road ..... 

8,982 

•• 

8,982 

10. Pumping Station at Poolachi W a. i 

20,354 

10,045 

30,399 

11. Laying new Drainage Lines 

. . 1,12,642 

78,912 

1,91,554 

12. Nagzari improvement .... 

20,532 


20,632 

13 Omakareshwar Causeway .... 

• 

7,544 

7,544 

14. Hanik Nala and Nagzari Nala Improvement 


347 

347 


18,24,888 5,73,219 23.98,107 


X. Buildings — 




1. Purchase of land .... . 

2,16,666 

30,993 

2,47,559 


2,16,666 

30,993 

2,47,559 

XIII- Gardens and Open Spaces — 




1. Peshwa Park and Ghorpade peth Gaidcns . . . 

7,510 

16,975 

24,485 

2. Somwar Peth Park. 

68,033 

2,417 

60,450 

3. Park in ‘F Plot. 

173 

4,223 

4,896 

4, Shivaji Akhada New Works ..... 

632 

19,068 

|19,700 

5. Shivaji Tank .... ... 

27,812 

1,040 

28,852 

6. Swimming Tanks. 

1,17,391 

70,114 

1,87,505 

7. Construction of cages in Parwati park 

• • 

8,777 

8,777 

8. Ghorpade Peth Park. 


4,484 

4,484 


2,11,551 

1,27,098 

3,38,649 

XIV. Markets and Slaughter houses — 




1. New Municipal Markets ...... 

5,82,012 

87,326 

6,69,337 

2. Sadaahiv Peth Cart Stand. 

3,248 

811 

4,069 

3. Bhawani Peth Cart Stand. 

.. 

628 

628 

4. Kasba Peth Market ....... 

• • 

7,273 

7,273 


5,85,260 

96,037 

6,81,297 


XV. Greater Poona {Including T. P. Scheme )— 


1. Roads. 67,019 62,151 1,19,170 

2. Drainage line*. 43,483 6,000 49,483 

8. Water lines. 22,663 940 23,498 


1,33,065 59,091 1,92,146 
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STATEMENT C—concld. 


Particulars. 

Total expenditure 
during 1950-51 
and 1951-52. 

Expenditure 
during 1952-53. 

Total expenditure 
upto 31st 

March 1953. 



Rs. 

Rs. 

• 

Rs. 


XVI. Slum clearance — 





1. Slum olearancs ....... 

2,71,409 

1,00,472 

3,71,931 



2,71,459 

1,00,472 

3,71,931 


Municipal Press ....... 

3,741 


3,741 


Total 

51,82,269 

20,55,153 

72,37,422 


Expenditure for raising lomus ..... 

1,75,212 

1,06,083 

2,81,895 


Total Expenditure 

53,57,481 

21,61,830 

76,19,317 


1. Road widening ........ 

1,31,159 

1,950 

1,33,115 


2. LaxmiRoad ........ 

1,27,405 


1,27,405 


3. Fule Market to Govind Halvai Chowk Jto..d . 

14,822 


14,822 


4. Ganeah Roads ........ 

[14,641 

.. 

14,641 


5. New Roads ........ 

[61,837 

425 

62,262 


6. Land Acquisition ....... 

[1,04,244 

40,491 

1,50,736 


7. Durjansing Paga ...... 

[2,98,150 

2,408 

3,00,558 


8. Construction of roads ...... 


5,182 

5,182 



7,62,258 

56,462 

8,08,720 




STATEMENT D. 

Income and Expenditure statement for 1948-49 to 1952-53. 




Particulars. 

, 1948-49. 1949-60. 1950-61. 

1951-52. 

1952-63. 



1. Population ..... 

2. Total inoome from all sources 

3. Total inoome from rates and taxes 

4. Per oapita incidenoe of total inoome 

5. Per oapita inoidence of iucorne from 

taxes. 


Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

2,37,560 

0 

0 

2,57,554 

0 

0 

4,85,486 

56,89,144 

0 

0 

83,74,094 

0 

0 

106,07,637 

43,09,897 

0 

0 

60,59,450 

0 

0 

77,75,403 

23 

15 

2 

32 

10 

9 

21 

18 

2 

3 

23 

10 

3 

10 


a. p. Rs. a. p. Rs. a. p. 

0 0 4,85,486 0 0 4,80,982 0 0 

0 0 115,41,080 0 0 112,82,032 0 0 

0 0 84,27,914 0 0 87,52,726 0 0 
2 4 23 12 6 23 7 4 

0 3 17 10 11 18 2 10 


0. Total Expenditure: 
B.—Details of Income. 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

I.—Tax revenue— 






(i) General property tax (Tax on 
house and lands). 

5,83,161 

16,03,265 

22,01,480 

25,51,583 

29,15,948 

(ii) “Service” Taxes (Water, Lighting, 
Drainage, Conservancy, etc.). 

7,79,046 

7,64,357 

10,50,680 

10,97,755 

12,18,643 

(iii) Local Fund Cess 

.. 

.. 

86 

.. 

.. 

(iv) Octroi and Terminal Taxee (To bs 
shown separately). 

20,71,369 

32,00,788 

39,85,779 

42,02,705 

40,48,001 

(v) Tolls. 

36,895 

40,781 

31,471 

30,001 

29,633 

Total 

40,70,471 

66,15,191 

73,29,490 

79,42,044 

82,12,225 
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STATEMENT D-contd. 


Particulars. 

1948-49. 

1949-50. 

195J-51. 

1951-52. 

1952-53. 

(vi) Taxes on goods and passengers 
oarried by Road or Inland water, 
ways. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

(vii) Taxes on vehioles, animals and 
boats. 

1,02,583 

2,37,195 

3,00,839 

3,17,358 

3,44,677 

(viii) Profession Tax . 

Hotel Tax .... 

1,18,673 

1,87,681 


60,398 

09,327 

(ix) Theatre Tax .... 


. . 

1,02,58 i 

1,08,114 

1,16,497 

(x) Pilgrim Tax .... 


. . 

, , 



(xi) Town Improvement and Better- 
ment taxes. 


•• 

•• 

•• 


(xii) Other taxes, cesses and rates (To be 
specified separately). 

•• 

•• 

•• 

•• 


Dog tax ..... 

887 

621 

247 

. , 


Non-privy oese .... 

16,593 

10,877 

, , 



Special sanitary cess (Privy cess) 

790 

7,885 



. , 

Total 

43,09,897 

60,59,450 

77,70,403 

84,27,914 

87,42,726 

II.—Non-tax revenue: 


’ 




(o) Grants from Government— 






(i) For Roods and Buildings 

. . 

. . 

. . 



(ii) For Education . 

4,73,102 

4,67,255 

5,12,204 

6,91,734 

6,81,189 

(iii) For Medioal and Public 

Health purposes. 

7,949 

13,046 

26,428 

64,387 

7?,046 

• u'v) For other purposes 

73,824 

o3,227 

6,96,7231 

33 J 

5,97,513 

4,916 

27,584 

Totsl 

5,88,102 

11,77,067 

11,36,146 

6.61,037 

6,80,819 

(A) Fees and Fines, eto. . . . 

1,45,148 

2,63,314 

4,18,560 

12,76,539 

4,67,481 

19,86,248 

a ao ru in 

(r) Miscellaneous .... 

6,45,997 

^f%,74,273 

. 13,18,927 

GRAND TOTAL 

56,89,144 

83,74,094 

106,07,637 

115,41,680 

112,82,032 

C. — Dtliilt of Expenditure. 






^i) Administration . 

5,71,287 

9,34,946 

13,76,027 

16,20,556 

17,21,978 

(ii) “Service” (Water supply, 
Drainage, Conservation, 

Lighting, eto. 

15,18,188 

23,74,513 

24,18,686 

36,56,982 

34,23,236 

(iii) Medioal and Publio Health 

3,40,844 

4,60,883 

8,56,917 

11,72,845 

10,51,511 

(iv) Roads and Buildings . 

7,26,442 

8,95,444 

20,18,770 

28,24,245 

18.23,004 

(v) Miscellaneous 

18,49,798 

'24,91,911 

85,95,874 

49,28,486 

39,71,516 

Total 

50,06,567 

71,57,697 

102,65,774 

142,02,613 

119,91,244 


MEMORANDUM B. 

Brief summary of the main features of taxes (or 
group of taxes) as derived from the law, rules, judicial 
interpretations and administrative orders and practices 
governing the tax; rates of levy, exemptions; adminis¬ 
trative set up including arrangements in respect of 
assessment, appeal and revision and collection; receipts ; 
arrears and evasion and avoidance of Taxes. 

1. Trxes on advertisements other than those appearing 
In newspapers (120(H)). 

No tax on advertisements as such is levied by the 
Poona Municipal Corporation. The Bombay Provincial 
Municipal Corporations Act provides for imposition of a 
fee for regulating advertisements but that cannot be 
treated as a source of municipal revenue. 


2. General Property Tax and "Service” Taxes 
(200 to 207). 

This Corporation derives its authority to impose pro¬ 
perty taxes under the provisions of Section 127 (1) (a) 
of the Bombay Provincial Municipal Corporations Act, 
1949. The imposition of property tax which shall com¬ 
prise according to section 129 of the same Act, (1) Water 
Tax. (2) Conservancy Tax and (3) General tax is obli¬ 
gatory on the Corporation. These taxes have to be levied 
as percentages of the rateable values of lands and build¬ 
ings which are required to be fixed for each and every 
property within the limits of the Corporation. “Rate¬ 
able Value ” is defined as the fair rent which a property 
might reasonably be expected to fetch from year to 
year less 10 per cent, to be deducted as allowance for 
annual repairs, etc. 



General Tax.—The Bombay Provincial Municipal 
Corporations Act, 1949 lays down the minimum limit of 
12 per cent, of the rateable value for the levy of this 
tax. There is also provision under the Act for the im¬ 
position of this tax on a graduated scale as well as for 
the levy of this tax at a higher rate (not exceeding li 
times of the ordinary rate) on premises in which any 
particular class of trade or business is carried on. This 
is the main source of revenue of this Corporation (along 
with octroi) and the revenue derived can be utilised for 
the performance of any of the obligatory or discretionary 
duties of the Corporation. The rates of General tax for 
the year 1953-54 are as under: — 

Rateable value group. Rate percent. 

Rs. 1 to 1,000 ... 12 


than a year) for decision of such cases by a competent 
Court of Law, landlords are handicapped as no rent is 
realised toy them during this period. There are, there¬ 
fore, constant requests for extensions to pay the muni¬ 
cipal dues and although in a large number of cases they 
cannot be granted, in deserving cases such extensions 
are required to be allowed which consequently increase 
the arrears left at the end of the year. The receipts are, 
however, on the increase and the arrears are on the de¬ 
crease. 

There are no cases of direct evasion of this tax but 
there are cases of suppression of facts to avoid payment 
of larger legitimate taxes. For this purpose annual 
inspection of all properties and declarations from the 
owners as well as tenants are very useful. 


Rs. 1,001 to 2,000 . . . 13 

Rs. 2,001 to 5,000 ... 14 

Rs. 5,001 and above ... 16 

The Act provides for exemption from payment of 
General Tax in the case of properties connected with 
the disposal of the dead and properties solely occupied 
and used for public charitable purposes and public 
worship. Similarly buildings and lands vesting in 
Government and used solely for public purposes and not 
used or intended to be used for purposes of trade or 
profit are entitled to exemption from the payment of the 
General Tax. In lieu of this, however, the State Govern¬ 
ment pays to the Corporation a tax calculated at 8/10 
of the tax which would ordinarily be payable on the 
rateable value of these Government properties fixed by 
a person appointed by the State Government with the . 
concurrence of the Corporation. A reference to Section 
133 of the Bombay Provincial Municipal Corporations 
Act, 1949 will make the matter clear. There has been no 
change in the rates of tax as well as in the provisions 
of exemptions since the creation of this Corporation. 

Water Tax. —Although this tax under the provision of 
the Bombay Provincial Municipal Corporations Act, 1949 
is required to be levied as a percentage of the rateable 
value, still under the transitory provisions of the Act, 
this tax is being levied on the basis of the rates depen¬ 
dent upon the size of the connection from the Municipal 
water mains. There is also a provision for an alter¬ 
native mode of imposition of this tax under particular 
circumstances, viz., by measurement by meter, etc. 

Conservancy Tax. —This is levied as a percentage of 
the rateable value with a proviso that the minimum levy 
would toe annas eight per month per property. There 
is also a provision for the levy of this tax at a special 
rate on large premises as well as premises occupied as 
hotels and clubs. In respect of Government properties, 
however, the levy of conservancy tax at a special rate 
is obligatory under the provisions of the Act. 

The last two taxes, viz., the water and conservancy 
taxes could be treated as “ services ” taxes as under 
the provisions of the Act, the imposition of these taxes 
is specified for particular purposes, viz., for providing 
water supply for the city in the case of the water tax 
and for the collection, removal and disposal of all ex- 
crementitious and polluted matter from privies, urinals 
and cess-pools and for efficient repairs and maintenance 
of municipal drains in the case of the conservancy tax. 

The assessment of properties as well as the collection 
of property taxes is solely the responsibility of the 
Municipal Commissioner, the principal executive officer 
under the Bombay Provincial Municipal Corporations 
Act. In this respect no duties are required to be per¬ 
formed by any committee of elected members nor are 
any powers in this respect vested in any committee of 
elected members under the Act. The appeals from the 
decisions of the Municipal Commissioner lie to the Civil 
Court and not to any committee or the Corporation. 

The provisions of the Bombay Provincial Municipal 
Corporations Act are not adequate so far as the expedi¬ 
tious collection of municipal taxes are concerned. There 
should be provisions for rigorous penalties for non-pay¬ 
ment of dues, e.p, levy of fines by the Municipal Com¬ 
missioner. It has been proposed to Government to amend 
the Bombay Presidency Small Causes Court Act or the 
Rent Control Act so that an owner can get a distress 
warrant issued against a tenant who has not paid rent 
for two or three months. On account of scarcity of 
accomodation and the operation of the Rent Control 
Act in the City of Poona, there are considerable disputes 
between landlords and tenants (either genuine or fri¬ 
volous) regarding the fixation of standard rent. The 
payment of rent is delayed by the tenant on various 
grounds and as it takes a long time (sometimes more 


The Property taxes, the Hotel tax, the Theatre tax 
and the Wheel tax are collected by one department, viz., 
the Assessment and Collection Department. The total 
receipts for the year 1952-53 aggregated to Rs. 46,65,092 
against which the cost of collection came to Rs. 3,01,205 
giving the percentage of cost of collection at 6-7. 

3. Local Fund Cesses (208, also see 154). 

No Local Fund Cess is levied by the Corporation. 
Government used to pay a grant-in-aid to the Borough 
Municipality equal to the net realisations within the 
municipal area. The question of continuing this grant 
to the Corporation has been referred to Government. 

4. Octroi and Terminal Taxes (209 to 215). 

This information is supplied in Annexure ‘ A ’. 
Copies of the Octroi rules and bylaws which are in force 
at present are enclosed. These rules and bylaws are 
under revision and new rules are under scrutiny of the 
Corporation and the copy thereof will be made available 
when approved by the Corporation. The schedule of 
rates of octroi is also enclosed. 

Under the Act exemption from octroi is granted only 
to goods imported by Government in the limits of the 
Corporation for public purposes and not for purposes of 
profit. Household goods and personal kit are also ex¬ 
empted from the payment of octroi. 

The cost of collection as compared with the receipts 
of Rs. 40,48,001 for the year 1952-53 was Rs. 4,41,331, 
l.e., 10-9 per cent. 

It will be seen from the figures of collection of octroi 
that the income from this source was increasing for 
some years and it is one of the main sources of income 
to the Corporation. There was an increase upto 1951-52 
but since 1952-53 there has been a decrease in the 
income. Income for 1953-54 is expected to be much less 
than what was expected because of the depression in the 
trade and unless the trade conditions improve there are 
no bright prospects of getting higher income from this 
source. 

5. Tax on goods and passengers carried by road or 
inland water ways. (216). 

No such tax (except octroi) is being levied by the 
Corporation. 

6. Pilgrim tax (217). 

No such tax is levied by the Corporation. 

7. Tax on floating population In bigger cities (217). 

No such tax is levied by this Corporation. Genera) 
remarks on this topic would be found in the replies to 
the general questionnaire. 

8. Poll Tax (218). 

No such tax is levied by this Corporation. 

9. Tax on vehicles, animals and boats (219, also see 
168 to 171). 

The Corporation derives its authority to levy the tax 
on vehicles, animals and boats under the provisions of 
section 127(1) (b) of the Bombay Provincial Municipal 
Corporations Act. This is also an obligatory tax. Before 
any such tax is levied the Corporation is required to 
obtain an order from the State Government prescribing 
the maximum rates of the tax for different types of vehi¬ 
cles, animals and boats and the corporation is then em¬ 
powered to levy this tax at rates not exceeding the 
maximum rates prescribed in the Government order. 
The present rates of the tax on vehicles, animals and 
boats ara as shown in statement ‘ A ’. 

Under the provisions of the Corporations Act, 
amongst other vehicles, animals and boats vesting in the 
Crown and used solely for public purposes and not used 



or intended to be used for purposes of profit including 
vehicles, animals and boats belonging to the Defence 
Forces are exempt from the levy of this tax. There has 
been no appreciable change in the rates of thislax since 
the Constitution of this Corporation. 

The underlying principle in fixing the rate of this tax 
is the damage to the roads. Bigger vehicles and vehicles 
such as pubufi conveyances making use of the road more 
intensively are taxed comparatively higher. To achieve 
better uniformity suggestions regarding levy of this 
tax have been made in the replies to the general ques¬ 
tionnaire. 

For the purposes of levy of this tax on a vehicle, 
animal or boat it is required to be established accord¬ 
ing to the provisions of the Act that such vehicle, animal 
or boat is either kept for use in the City or if it is not 
kept within the limits of the City that it is regularly 
used within the limits of the City. Intensive inspection 
of the usual places of garaging of such vehicles, etc., is, 
therefore, required to be made. This involves consider¬ 
able cost of administration as in the case of very mobile 
vehicles like motor vehicles, etc., it often becomes diffi¬ 
cult to get correct information as regards their place of 
garage, etc. This difficulty is much more serious in the 
case of public conveyances especially trucks, etc., as they 
have no fixed place of garage and they move from town 
to town. In view of this difficulty some suggestions re¬ 
garding taxation of such vehicles have been made in 
the replies to the general questionnaire, A very high 
standard of efficiency in respect of imposition and collec¬ 
tion of this tax has become difficult for the reasons ex¬ 
plained above and for this reason if the suggestions made 
in the general questionnaire or some other effective 
method is adopted, the efficiency would be considerably 
improved. The receipts on account of this tax are on 
the decline as there has been a slow depression in the 
market and there is not as much trade now as there was 
In the war days or the immediate post-war days. For the 
reasons explained above, arrears in respect of the tax 
are usually large as compared with other taxes but by 
perseverence and patience the arrears are sometimes re¬ 
covered even after a lapse of considerable period as the 
greatest difficulty in the case of recovery of tax on vehi¬ 
cles is in contacting the rate-payer. In order to improve 
recovery, therefore, special squads have been formed by 
this Corporation for taking effective action against such 
rate-payers who can be found and contacted only occa¬ 
sionally within the city limits. 

10. Tolls (219). 

Already covered in the answer to Question No. 219. 

11. Profession tax (220). 

No tax under the name profession tax has so far been 
levied by this Corporation. The Corporation, however, 
levies hotel tax on the business premises of eating houses, 
restaurants, etc. The basis of taxation is the annual 
rental value of the premises in the occupation of the 
hotels and the rates of levy for the current year are as 
under:— 

Annual rental value group. Rate per cent. 

1. Upto and including Rs. 240 ... 6 

2. From Rs. 241 upto and including Rs. 600 9 

3. From Rs. 600 upto and including Rs. 2,400 12 

4. Above Rs. 2,400 . 15 

There has been no change in the rates since the Cor¬ 
poration came into existence. 


Under the provisions of section 148 of the Bombay 
Provincial Municipal Corporations Act, however, the tax 
is not levied in respect of— 

(1) any entertainment or amusement for admission to 
which no charge is made or only a nominal charge is 
made. The Corporation has fixed annas two or less as 
the nominal charge. (2) any entertainment or amusement 
admission to which is not open to the general public on 
payment. (3) any entertainment or amusement the full 
proceeds of which without the deduction of any expenses 
are intended to be utilised for a public charitable pur¬ 
pose. 

The tax after collection is refunded when the whole 
of the net proceeds of a performance are made over for a 
public charitable purpose and the expenses of such per¬ 
formance do not exceed 20 per cent, of the gross receipts. 

No special staff is appointed for the collection of this 
tax. Municipal employees are asked to collect this tax 
as an additional duty on payment of extra allowance. 
The receipts from this tax are almost steady as on account 
of scarcity of building materials and restriction on build¬ 
ings, there has been no appreciable increase in the num¬ 
ber of theatres. There are usually no arrears as the tax 
is recovered on the spot before a performance takes place. 
There are also negligible attempts towards evasion or 
avoidance of this tax. 

13. Town Improvement and other “ betterment taxes ” 

( 222 ). 

No such tax as betterment tax is levied by the Cor¬ 
poration. When new T. P. Schemes come in force, incre¬ 
mental contribution is recovered from the owners of land 
who are benefited by the Scheme. 

When new T. P. Schemes are prepared, the compen¬ 
sation to be paid for the road land, cost of works such 
as roads, water lines, drainage lines, acquisition, reser¬ 
vation of sites for public purposes, etc., are worked out. 
The incremental contribution is charged to the extent of 
50 per cent, of the increase of the value of the plot on 
account of the constructions of roads, water lines, etc. 
This incremental contribution is made available for carry¬ 
ing out these works under the scheme and paying com¬ 
pensation and the remaining amount is borne by the Cor- 
poratiog. This is about 50 per cent, of the total cost. 
These incremental contribution charges are levied under 
Section 17 of the Bombay Town Planning Act, 1915. 

The financial aspect of this incremental contribution is 
given in the column against the S. No. or F. P. No. in 
I A’form of the T. P. Scheme (copy attached—marked 
D ). As soon as the scheme comes in force, notices are 
sent to all concerned parties to pay the amounts of incre¬ 
mental contributions within a specified time. If the 
amounts are not received from the owners of the plots 
within the stipulated time, the Collector is informed to 
recover the amounts on behalf of the Local Authority 
under Section 18(2) of the Bombay Town Planning Act 
1915 and the amounts are then recovered by him accord^ 
ing to the procedure laid down in the Land Revenue Code. 

Uptil now the following two T. P. Schemes have 
been completed and the incremental charges in the 
above scheme areas are recovered from the plot holders 
m the scheme area according to the procedure noted 
above. 

(1) T. P. Scheme Poona No. 1 (Bhamburda and 
Erandavana). 

(2) T. P. Scheme Poona No. 2 (Somwar and 
Mangalwar). 


The system of assessment, appeal, revision, etc., is 
similar to that for property taxes. 


12. Theatre tax (221). 


The authority to levy the theatre tax is derived by 
the Corporation from the provisions of section 127 (2) (d) 
of the Bombay Provincial Municipal Corporations Act. It 
is a tax on all performances of public entertainment and 
amusements and the present rates are as under: — 


1. Cinema 

2. Drama 

3. Circus, Carnival or fetes 

4. Tam as ha* 

6. Music oonoerts 

6. Wrestling performances 

7. And other entertainments 


22 miNCE/55 


Per show Rs. 

5 

5 

5 

5 
10 

6 

7 or if there are no 
separate shows 
Rs. 7 per day^ 


As the incremental contribution is a charge against 
the land, the question of writing off the amounts of 
incremental contribution does not arise. 


lne bchf : me Nos - 1 and 2 came into force in 

the years 1931 and 1940 and the total amount of better¬ 
ment charges came to Rs. 6,82,745 and Rs. 17,733 res¬ 
pectively. ' 

Betterment charges are payable by plot holders at 
their option either in lump sum or in fixed instalments 
under Section 26 of the Town Planning Act, 1915 
Interest is recovered at the rate of 7J per cent per 
annum in the case of plot holders who failed to pay 
the lump sum on the due date and at the rate of 74 per 
cent, per annum on outstanding amount and at 9 per 
cent, per annum or overdue instalments in the case of 
ttiose who agree to pay by instalments in respect of 
P. Scheme No. 1. 

nt fhl I' P ' S< * eme No - 2 interest is recovered 

at the rate of 6 per cent, per annum in the case of plot 

18 



holders who failed to pay the lump sum on the due 
date and at the rate of 6 per cent, per annum on out¬ 
standing amount and at 7i per cent per annum or over¬ 
due instalments in the case of those who agree to pay by 
instalments. 

Recovery effected during 1946-47 to 1952-53 stands a* 
under: — 


T. P. Scheme No. 1. 


Year. 

Betterment 

contribution. 

Interest. 

Total. 


Rs. 

Rs. 

Rs. 

1946-47 

406 

165 

571 

1947-48 

— 

— 

— 

1948-49 

1,726 

2,253 

3,979 

1949-50 

4,230 

3,905 

8,135 

1950-51 

1,925 

1,080 

2,105 

1951-52 

109 

8 

117 

1952-53 

— 

— 

— 


T. P. Scheme No. 2. 


Year. 

Betterment 

contribution. 

Interest. 

Total. 


Rs. 

Rs. 

Rs. 

1946-47 

— 

100 

100 

1947-48 

2,014 

2,381 

4,396 

1948-49 

— 

300 

300 

1949-50 

— 

600 

600 

1950-51 

2,445 

2,658 

5,103 

1951-52 

1,639 

541 

2,180 

1952-53 

356 

44 

400 


Section 28 of the Town Planning Act, 1915, allows the 
Corporation to effect recoveries of the arrears of better¬ 
ment contribution with interest through the agency of 
the Collector as arrears of Land Revenue and consequent¬ 
ly a fair progress is registered in making recoveries of 
outstanding dues on account of these charges. 

The arrears as at 31st March 1953 are: — 


T. P. Scheme No. 1. 

Rs. 


Betterment 

Interest 

contribution 

52,341 

71,018 

Total 


. 1,23,359 


T. P. Scheme No. 2. 

Rs. 

Betterment 

Interest 

contribution 

5,057 

1,988 

Total 


7,045 


14. Other taxes, not covered by the above (223). 
No other taxes are levied by this Corporation. 
Section Ob )—Replies to questions bearing on tax. 


Question No. 203—General Property Tax: 


Rateable value 

No. of Proper¬ 

Total Annual 

Taxes. 

group. 

ties. 

Rateable 

value. 

Rs. 

Rs. 

Rs. 

Rs. 

1 to 1,000 

13,087 

48,77,928 

5,85,351 

1,001 to 2,000 

2,824 

38,49,869 

5,00,482 

2,001 to 5,000 

1,357 

39,87,613 

5,51,365 

6,001 and above. 

336 

29,86,593 

4,77,854 


17,004 

1,56,62,003 

21,14,962 


The above analysis of the property was done in the 
year 1949-50 when the total rateable value was approxi¬ 
mately Rs^ 1,56,52,003. The rateable value of all the pro¬ 
perties in the city as on 1st April 1953 is approximately 
Rs. 2,41,00,000 and the figure after approximate adjust¬ 
ment would roughly work out as under: — 


Rateable value 
group. 

No. of Proper¬ 
ties. 

Total Annual 
Rateable* 
value. 

Taxes. 

Rs. 

Rs. 

Rs. 

Rs. 

1 to 1,000 

13,087 

75,00,000 

9,00,000 

1,001 to 2,000 

2,824 

59,00,000 

7,70,000 

2,001 to 5,000 

1,367 

61,00,000 

8,40,000 

5,001 and above. 

336 

46,00,000 

7,30,000 


17,604 

2,41,00,000 

32,40,000 


(B) Additional receipts would be about Rs. Three 
lakhs if properties belonging to the Central Government 
(including Railway properties) are made liable to our 
municipal property taxes. The properties of the State 
Government are already made liable to the Central Ptq- s 
perty Tax with the only exception of lands not bene+ r 
flcially occupied. The properties of the State Govern¬ 
ment used for public purposes are under the Act initially 
exempted from the payment of the general tax, but by 
a separate provision they are made liable to pay the lump 
sum equivalent to 80 per cent, of the due taxes (Section 
133 of the Bombay Provincial Municipal Corporations 
Act). 

Question 207.—Service taxes. 

Proforma accounts of water and conservancy taxes are 
enclosed (marked ‘ B ’ and ‘ C ’). 

The levy of consolidated tax would be more help¬ 
ful as it would facilitate the keeping of accounts as well' 
as quick recovery of the dues. 

Question 208.—Local Fund Cesses. 

No Local Fund Cess is levied by this Corporation, v 

Question 209.—Octroi and Terminal Taxes. 

The figures of income for the previous years which 
are given above will show that Octroi is one of the main 
sources of revenue of the Corporation. At present 
octroi is levied on goods imported in the limits of the 
Poona Corporation. In the case of those goods which 
are exported within six months from the date of import 
a refund of 90 per cent, is granted. This system of 
granting refund on the goods exported within six 
months’ period is proposed to toe discontinued in the 
new rules which have been published for public com¬ 
ments. In the case of goods in direct through transit 
10 per cent, octroi is levied and 90 per cent, is refund¬ 
ed. Refunds on goods in direct through transit are paid 
within a week and in other cases the amounts of re¬ 
funds are paid within a period of li months. 

Question 219(a).—Taxes on Vehicles, Animals and 


Publio 

1950-51 

Rs. 

Boats. 

1951-52 

Rs. 

1952-58 

Rs. 

1953-54 

Rs. 

Conveyance. 

63,936-3-3 

79,248-15-0 

99,100-0-0 

80,000 

Private. 

81,878-10-6 

92,269-14-0 

98,037-4-0 

1,35,000 


Question 219(b).—Tolls. 

Provisions of Section 127(c) permits the levy of Toll 
only on animals and vehicles other than Motor vehicles 
or trailers, same as provided in Section 14 of the Bombay 
Motor Vehicles Act, 1935. Under the Bombay Motor 
Vehicles Act 1935 we are not entitled to levy Toll tax 
on vehicles drawn by power. 

Question 220.—Profession Tax. 

A. No such tax is so far levied by this Corporation 
but there is a proposal to levy it. 

B. The Constitution of India has imposed a maximum 
at Rs. 250 per annum regarding the levy of this Tax. 
The Corporation Act as well as the State Government 
has not so far imposed any other restrictions regarding 
the levy of this tax, but under the Bombay Provincial 
Municipal Corporations Act it appears that under the 
name ‘profession tax’ [Sec. 127(2) (b) of the Corpora¬ 
tions Act) a tax on professions only and not a tax on 
trades, callings and employments could be levied. For 
the purpose of levy of a tax under the name profession 



tax which will comprehensively include a tax on profes¬ 
sions, trades, callings and employments, it would be 
necessary to obtain the provisional approval of the State 
Government according to the provisions of Section 149 
of the Corporations Act. Such provisional approval is 
being obtained from the Government of Bombay by us. 

Question 221.—Theatre Tax. 

This Corporation levies a Theatre tax on a show or 
performance basis, i.e., a fixed rate per show or perfor¬ 
mance is collected from the proprietor and as such the 
tax cannot be easily passed on to the spectators. 


STATEMENT A. 

Rates of Municipal Taxes for the Year 1953-54. 

1. Property Taxes. 


(a) General Tax — 


Rateable value group 
Rs. 1 to 1,000 
„ 1,001 to 2,000 

„ 2,001 to 5,000 

„ 5,001 and above 


Rate per cent. 
12 

13 

14 
16 


Section (C)—Other remarks—Any other material re- ( 5 ) Water Tax _ 

lating to the particular tax by way of information, com¬ 
ment or suggestion not covered by Sec. A. and B. Connection Rate. 


No remarks. 

MEMORANDUM C. 

Replies to questions not dealt with in Memorandum B. 
Questions 8 & 9.—There are no such instances. 


i" connection . . . Rs. 36 per annum. 

4 ,» n 72 „ „ 

1" • „ 144 „ 

Supply by Meter. 

Annas six per thousand gallons. 


Questions 10 and 11.—Contributions from the 
Transport Undertaking have been as under: — 



1951-52 

1952-53 


Rs. 

Rs. 

Under Sec. 359 

1,60,000 

82,000 

Under Sec. 360— 

Welfare Fund 

10,000 

— 

Municipal Fund 

6,000 

— 


Questions 15 to 17.—As Octroi is an indirect tax 
its incidence is sometimes transferred to the consumers 
or sometimes not so transferred. Regarding toll, the in¬ 
cidence is very small and it is not felt by any individual 
or any concern. 

Question 189 to 194 

A. This Corporation had requested the State Govern¬ 
ment to give its provisional approval to the selection of 
a tax under the title “ Duty on transfer of property ” as 
it intended to impose such a duty on transfers of pro¬ 
perty within the limits of the City (as is done in Madras) 
but for reasons not stated by the State Government the 
approval was refused. 

B. There is no such case. 

C. Please indicate the manner in which the State 
Government assists the Local Body financially in meet¬ 
ing its “ development ’’ expenditure. Which of the 
following methods is adopted — 

(t) devolution of more taxes to Local Bodies or 

(ii) assignment of share of'receipts from individual 

State taxes or 

(iii) specific or increased grants-in-aid or 

(iv) guaranteeing loans raised by Local Bodies for 

“ Development ” purposes or 

(v) sharing the financial assistance which the State 

Government itself receives from the Central 

Government ? 

Answer. —The first two methods have not so far been 
adopted. In respect of the third a very meagre grant- 
in-aid received from Government for slum clearance 
during 1950-51 and 1951-52 amounting to Rs. 23,313 and 
Rs. 30,000 respectively. In respect of item No. (iv). 
I may state that the loans of this Corporation for financ¬ 
ing capital expenditure have been so far guaranteed by 
the Provincial Government. No share of the assistance 
received by the State Government has, as far as we 
know, been so far passed on to this Corporation. 

Question 195.—The State Government has fixed 
the responsibility of the collection of its urban immov¬ 
able property tax on this Corporation and for this pur¬ 
pose a rebate at 2J per cent, of the gross collections is 
allowed to the Corporation. No similar responsibility 
is accepted by the State Government in the matter of 
collection of the Corporation’s tax on vehicles, etc. In 
this respect a workable suggestion is made in the replies 
to the general questionnaire. Duplication of the fixing 
and tax-collecting machinery and lack of co-ordination 
need to be eliminated. 

Question 198.—There is no such case so far as 
this Corporation is concerned. 


(c) Conservancy Tax — 

3 per cent, of the rateable value subject to the mini¬ 
mum of As. 8 per month per property. 

2. Tax on Vehicleb, Boats and Animals. 

S. No. Description. Rate per 

year 

Rs. 

1. Two or three wheeled or vehicles drawn 
otherwise than by machinery (for vehicle 
only)— 

(a) Hand cart (hand cart, labour cart, push 

cart, wheel barrow, etc.) ... 4 

(b) Drawn by animal other than by a horse 4—8 

(c) Drawn by a horse.12 

(d) Bicycle.2 

(e) Cycle Rikshaw .12 

2. Four wheeled vehicles drawn otherwise than 
by machinery (for vehicle only)— 

(a) Hand cart (hand cart, labour cart, push 

cart).4 

(b) Drawn by one or more animals other 

than a horse.9 

(c) Drawn by a horse.24 

3. Two wheeled vehicles propelled by machi¬ 
nery— 

(a) Auto-bicycles.9 

(b) Motor cycles-solo and Scooter . . 24 

4. Three wheeled vehicles propelled by machi¬ 
nery— 

(a) Motor cycle with side-car ... 30 

(b) Auto-Rickshaw .36 

(c) Three wheeled machines used for draw¬ 

ing vans and other types of trailors . 36 

5. Trailor.30 

6. Motor vehicles used solely for carrying 

passengers— 

(a) Private— 

(1) Upto and including 14 H. P. . 48 

(2) Above 14 H. P..60 

(b) Taxies .72 

7. Motor Buses— 

(a) Carrying capacity upto 21 passengers 

including driver and cleaner— . . 84 

(b) Above 21 passengers .... 96 

8. Vehicles propelled by machinery and used for 
the transport or haulage of goods— 

(a) Registered laden weight of which does 

not exceed 60 Cwts. (6,720 lbs.) . 72 

(b) Registered laden weight of which ex¬ 

ceeds 60 Cwts. (6,720 lbs.) but does 
not exceed 120 Cwts. (13,440 lbs.) . 96 

(c) Registered laden weight of which ex¬ 

ceeds 120 Cwts. (13,440 lbs.) . .120 

(d) Towing Machine.24 

9. Boats— 

(a) Boats propelled otherwise than b* 

machinery . v .?'»«!Ab1S#*-., 

(b) Boats propelled, by machinery . 48 

He 
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2. Taxes on Vehicles, Boats and Animals — contd. 


3. Theatre Tax— contd . 


S. No. Description. 

10. Animals— 

(a) Each bullock 

(b) 1. Each horse, pgny or mule 
2. Race horse 


Rate per 
year 

Rs. (d) Tamashas 

. 1—8 (e) Music Concerts 

6 

. 12 (/) Wrestling performances 


Per show 
Rs. 

5 

. 10 
. 5 


Tax on vehicles kept by bonafide dealers in vehicles 
for sale merely and not used. 

Rs. 60 to be levied half yearly in advance from every 
dealer in motor vehicles for every seven motor vehicles 
in respect of which a trade certificate has been issued 
under rules made under the Motor Vehicles Act, 1939. 

3. Theatre Tax 


Per show 
Rs. 


( g ) Any other entertainment 


4. Hotel Tax. 
Annual rental value group. 

(1) Upto and including Rs. 240 


7 or if there 
are no sepa¬ 
rate shows 
Rs. 7 per 
day. 


Rate per cent. 
6 


(a) Cinema.5 

(b) Drama.5 

(c) Circus, Carnival or fetes . . 5 


(2) From Rs. 241 upto and including Rs. 600 9 

(3) From Rs. 600 upto and including Rs. 2,400 12 

(4) Above Rs. 2,400 . 15 


STATEMENT ‘B’ 


A stat3mont sho eing proforma aooount of Water Supply for 1951-52 and 1952-53 and Estimates for 1953-64. 


Rates during 
1952-63 and 
1953-64 

Inoome 



Actuals 

1951-52 

Aotuals 

1952-53 

Budget 

Estimate 

1953-54 

Expenditure 

Actuals 

1951-62 

Aotuals 

1952-53 

Budget 

Estimate 

1953-54 





Rs. 

t|§§| 

Rs. 


Rs. 

Rs. 

Rs. 


A. Water Tax. 










Yearly 

Water rate— 






1. Water Works 

4,39,881 

4,38,544 

6,16,598 








Maintenance. 




Rs. 











36 

J' Connections 

' 





B. Nal Department 

79,592 

81,079 

81,603 

72 

Connections 

• , 


4.54,374 

4,87,481 

4,80,600 

C. Katraj Tank 

9,234 

6,896 

9,698 

144 

1* Connections 

• 





D. Meters , , 

12,496 

3,461 

10,000 

*As. 3 per 1000 B. Water Rate 

b y 





Miscellaneous 

2,872 

3,766 


gallons. 

Meter. 






Prov. Fund and 

4,069 

3,438 

6,000 

Monthly 







Gratuity. 











Leave reserve 

366 

876 


From 1-4-62 

to 










31-8-1952). 







General Supervision 

99,166 

95,639 

98,496 

Rs. 







C. E’s Supervision 

23,417 

23,121 

24,576 








charges. 




3 

1' Connections 

















New Works . 

1,02,799 

64,786 

2,66,400 

8 

1' Connections 


► 

64,7191 

1 

65,000 










[ 


Debt charges 

99,157 

1,63,100 

1,69,973 

12 

1* Connections 

•J 



'r 74,734 







C. Compound Water 


2,827 


2,500 






Tax. 











D. Meter Rent — 










A*, 






’ 





-/8/- 

J' Meters 










-/12/- 

Meters 

• 


13,028 

11,624 

6,000 





Re 1/- 

1'Meters 

•- 










Total —Inoome 

• 


5,34,746 

5,73,839 

5,54,100 


8,73,048 

8,74,704 

11,62,343 

Excess expenditure over Inoome 

• 


3,38,302 

3,00,865 

6,08,243 



GRAND TOTAL 

• 


8,73,048 

8,74,704 

11,62,343 


8,73,048 

8,74,704 

11,62,343 


* Rate of annas -/6/- per 1,000 gallons has been approved by the St. Committee vide Been. No. 71, dt. 8-5-1953. 
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STATEMENT ‘C’ 

A statement showing proforma account of Drainage Service for 1951-52 and 1952-53 and Estimates for 1953-54. 


Bates during Aotuals Actuals Budget 

1952-53 Inoome 1951-52 1952-53 Estimate 

1953-54 


VII —Street cleansing, 
etc. 


per cent of the A. Conservancy Tax 5,63,009 6,44,604 5,70,000 

Rateable value 


Rateable value 
and minimum at 
As. -/8/- pjn. 


B. Conservancy Fee 1,362 


Total —Inoome 

5,64,371 

6,45,014 

5,70,000 

Excess expenditure over Income 

[2,07,699 

(2,98,581 

6,62,071 


Expenditure 

Aotuals 

1951-52 

Aotuals 

1952-53 

Budget 

Estimate 

1953-54 

VII —Street cleansing, 
etc. 

Rs. 

Rs. 

Rs. 

Transport of Sewage 

1,62,366 

2,05,722 

2,07,665 

New Works . 

47,030 

45,461 

1,05,200 

General Supervision 
charges. 

•• 

95,639 

98,496 

VIII— Roads, Drains 
Sewers. 




Cleansing of Drains 
and Sewers — 




(^Expendi¬ 
ture of MOH. 

69,737 

66,809 

72,807 

(6) E i p e adi¬ 
ts r e of C.E. 

2,43,456 

2,03,101 

2,38,051 

(c) D r a i n a g e 
Pumping Stn. 

79,734 

89,967 

1,08,019 

•> 

Prov. Fund and 
Gratuity. 

••• 

6,044 

7,260 

Supervision charges 
of City Engineer. 

•• 

23,121 

24,576 

New Works . 

60,008 

83,137 

2,06,500 

Debt charges . 

1,19,639 

1,26,694 

1,63,508 


GRAND TOTAL 


7,71,970 9,43,595 12,32,071 


GRAND TOTAL . 7,71,970 [9,43,695 12,32,07 




POONA MUNICIPAL CORPORATION—TOWN PLANNING SCHEME___NO. 

Redistribution and Valuation Statement—Forfn ‘ A ’ 
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Copy of the letter, dated 2 ist September 1953 , from the Secretary, Bombay 
Port Trust to the Chairman, Taxation Inquiry Commission. 


I am directed to state that Question No. 207 of the 
Questionnaire issued by the Taxation Enquiry Com¬ 
mission was referred by the Ministry of Transport to 
the Trustees of the Port of Bombay for comment so far 
as it concerned them. The question was accordingly 
carefully considered by the Board of Trustees whose 
views I am directed to set out below:— 

2. The assessment of Bombay Port Trust properties 
to the Municipal General Tax is governed by Section 36 
of the Bombay Port Trust Act, 1879, and Section 145 
of the City of Bombay Municipal Act, 1883, which are 
in identical terms. 

3. The Government of Bombay (Marine Department) 
Resolutions Nos. 400, dated 19th September 1885 and 87, 
dated 23rd August 1902, laid down the principles and 
prescribed the procedure, governing the quinquennial 
assessment of Port Trust properties ; and the departments 
concerned of the Municipality and the Port Trust settled 
the rateable values between themselves in accordance 
with these principles and procedure. The figures thus 
settled were then placed before the Board of Trustees 
and thereafter reported to the Government of Bombay, 
who issued the necessary orders under Section 36 of the 
Act. 

4. Arising from the complaint made by the then 
Municipal Commissioner in 1884 that the amounts paid 
up to that time by the Port Trust in lieu of General Tax 
had not been calculated according to any methodical 
system, and his request that the assessment of the Port 
Trust estates should be made upon principles accepted 
in regard to other assessments in Bombay, the Govern¬ 
ment of Bombay laid down “ some principles of calcula¬ 
tion which may serve as a basis for the settlement to 
be made and as a guide for the determination of the 
same question in future ”. 

5. Before dealing with the specific issues raised In 
the Questionnaire, it is necessary to appreciate the spirit 
in which the principles referred to above are to be 
worked. The following passage in Government’s resolu¬ 
tion of 1885 makes the position quite clear: — 

Now it appears to the Governor in Council that 
it was not intended by the legislature that the Port 
Trust Estate should be assessed in the same way, 
nor necessarily to the same extent, as private pro¬ 
perty in Bombay. Had that been the intention, 
there could have been no reason why the assessment 
should not have been left to be made in the ordinary 
course by the Municipal Commissioner, subject to 
appeal to the Chief Presidency Magistrate, before 
whom the parties could have appeared by Counsel, 
and have obtained a judicial decision upon all points 
in dispute. It is obvious that the Governor in 
Council is not in a position to deal with such 
questions precisely as a court of law would deal 
with them: and therefore had it been the intention 
of the legislature that they should be so dealt with, 
it may be supposed that their determination would 
not have been left to the Governor in Council. 
Moreover, if it had been intended that a consolidat¬ 
ed rate should be levied on the Port Trust Estate 
in precisely the same manner as on private property 
in Bombay, it would have been very easy to say so. 
Instead of this, the legislature has ordered that the 
Port Trust shall pay a lump sum which is to be ‘ in 
lieu of the consolidated rate, to which the property 
vested in the Board, or some portion of the same, 
would otherwise be liable to be assessed ’. 

6. The Municipality in its dealings with the Port 
Trust have endeavoured all along to enforce assessments 
that were strictly legal rather than fair and reasonable. 
Though the Trustees have not, in the past, claimed that 
Municipal taxation should be levied on the * service ’ 
basis they could equitably claim to be treated in accord¬ 
ance with the following advice preferred by Government 
to the State Railways: — 

‘ Both railways and local bodies discharge Govern¬ 
mental functions; both exist for the good of the 


whole people and so, apart from payment for services 
rendered, there is no reason why one should make 
payments to, or subsidize, the other. If local 
authorities are to be allowed to impose taxation on 
railways outside this principle then the result is that 
the users of railways all over India are subsidizing 
these local bodies. There is no reason why they 
should be called upon to do this. The Government 
of India does not impose income-tax on local autho¬ 
rities. Why, therefore, should local authorities tax 
the railways of the Government of India? The 
general principle, therefore, that one department of 
Government should make payments to another 
department only in return for services rendered 
seems a sound one and does not depend upon whether 
the payments under consideration are, or are not, 
called taxes.’ 

7. The Trustees now desire to emphasise that the broad 
principle which should govern the extent of the Munici¬ 
pality’s claim to remuneration should be the measure of 
the services which the Municipality renders to the Trust 
and its property. That, so far, has not been the case. 
The property Tax operates as a direct tax on the com¬ 
merce of Bombay. Further, it assumes the character 
of a transit or octroi or Town duty—and non-refundable 
at that—by virtue of the fact that the income of the Port 
Trust is not limited to that derived from goods imported 
into or exported from Bombay alone, but from the Port’s 
entire hinterland. The Port caters to the needs of a con¬ 
siderable part of the country and not merely to the in¬ 
habitants of the City of Bombay; there is no reason 
whatever why the dues the Trustees collect from persons 
upcountry on their cargoes which pass through the Port 
of Bombay should be made subject to the property taxes 
of the Bombay Municipality. 

One of the dues levied on goods which have under¬ 
gone protracted storage in the Docks Transit Sheds is 
known as “ demurrage ”. It is a penal charge intended 
to discourage the storage beyond a certain number of 
“ free days ” of goods in sheds earmarked for the handl¬ 
ing of cargoes in transit, and is not levied for the purpose 
of securing revenue. The Trustees have taken strong 
exception to the inclusion of demurrage as a receipt for 
the purposes of the Municipal assessment and desire that 
this issue be taken into consideration by the Commission. 

8. The properties of the State Railways and of State 
and Central Governments are accorded privileged treat¬ 
ment. 

The Port Trust is, to a certain extent, in a privileged 
position. While this position is theoretically correct, in 
practice the assessments bear a very close relationship 
to what would have been paid by the Port Trust if It 
had been assessed in accordance with the ordinary 
principles. In the case of the Port Trust, therefore, the 
material difference is not appreciable, whereas in the 
case of the State Railways and the State and Central 
Governments, there is a marked benefit. The Trustees 
feel constrained to press for a much greater material 
benefit, and to urge strongly that the property taxes 
levied on their property should have some relationship 
to the services rendered by the Municipality to the Trust 

9. In regard to lighting, drainage and the conservancy 
taxes, the present position is not unsatisfactory. But as 
regards the water rate, the Bombay Municipality has 
throughout taken the fullest advantage of the legal 
position existing under Section 170 of their Act which 
enables them to charge the Trust by measurement any 
rate not exceeding the maximum. The Port Trust are 
at present charged the same rate as the Royal Western 
India Turf Club. It must be pointed out that the Bombay 
Port Trust is a public utility. Even the Textile Mills 
are charged at a much lower rate than the Bombay 
Port Trust. The Railways, which are State undertakings, 
are charged for water at the minimum rate 

10. Accordingly, the Trustees desire to press also fox 
the application of the same rate to the Port Trust as is 
conceded to the Railways.” 


Replies of the Ankola Village Panchayat (Dist. N. Canara), to the 
Questionnaire of the Taxation Enquiry Commission. 


It is noticed that the major portion of the 
information called for does not seem to be relevant to 
infant Local Bodies like Village Panchayats which have 
been recently constituted under the Bombay Villago 
Panchayats Act, 1933. Of late the State Government has 
realised the importance of Village Panchayat.System 


in rural areas and with the advent of Indian Independ¬ 
ence, there is a fresh move to give the village its 
authority and responsibility for which the Governments 
are passing legislatures with due amendments to their 
existing Acts every now and then. The result depends 
op the proper and sound working of the Panchayats 




m 


which is yet to be seen. Since the Local Self Govern¬ 
ment Institute, Bombay which is working as medium 
between Government and Local Bodies in all the matters 
relating to Village Panchayats, etc., and is trying its 
best to keep Local Bodies alive it is my humble opinion 
that that Institute itself may fulfil all the requirements 
of the Commission regarding the taxation matters of the 
Panchayats with facts and figures. Still on the basis of 
the previous income both from taxations and other 
sources as well as in consideration of the expenditure 
incurred I have the honour to submit herewith a general 
report on some of the questionnaires put forth by you 
since the time allowed to compile the informations in 
detail is too short. 

This is a Village Panchayat constituted during 1937 
under the Bombay Village Panchayats Act, 1933 cn the 
basis of adult franchise. The population in its area is 
12,916. As per said Act, the Panchayat is competent to 
levy the following taxes and fees to augment its resources 
under the rules framed by the Government, viz .— 

(1) House tax, 

(2) Pilgrim tax, 

(3) Tax on fairs, festivals and entertainments. 

(4) Tax on sales of goods. 

(5) Octroi, 

(0) Tax on marriages, adoptions and feasts, 

(7) Tax on shops and hotels, 

(8) Tax on premises where machinery is run by 

steam, oil, electric power or manual labour for 
any trade or business and not for an agri¬ 
cultural or domestic purpose. 

(9) Fee on market and weekly bazars, 

(10) Fee on cart stands, 

(11) Fee for supply of water from wells and tanks 

vesting in it for purpose other than domestic 
use. 

Other taxes, fees and cesses which have been sanctioned 
by the State Government, viz.— 

(12) General Sanitary cess, 

(13) Special sanitary cess, 

(14) Tax on brokers, 

(15) Levy of toll on vehicles and animals. 

The above are the sanctioned taxes so far as Village 
Panchayats are concerned making House Tax as com¬ 
pulsory one. 

The Panchayat is bound to levy as many taxes as 
they are practicable in the village subject to the rules 
and rates framed by the Government. It is not at 
liberty to levy any other taxes of its own unless and 
until such taxes are approved by the District Local 
Board and sanctioned by Government. On the experi¬ 
ence gathered so far it is noticed that though this 
Panchayat is levying seven taxes, such as house tax, 
general sanitary cess, tax on marriages,. tax on shops 
and hotels, market fees, entertainment tax and tax on 
mills and factories, the income from all these taxation 
is within Rs. 10,000 to Rs. 12,000 due to following reasons 
and the remaining taxes are impracticable ones to get 
them enforced. 


' This is based on the expenditure 
proposed to be incurred for 

(6) Tax on marria-J different kinds of celebrations. 

ages, etc. 1 Its receipts are very limited and 

cannot be treated as a source of 
. decent income. 

In addition to the above income from taxe& and fees 
there are certain earmarked heads for grant-in-aid as 
financial assistance to Panchayats as detailed below: — 

(1) Grant equivalent in amount to fifteen per cent. / 

of the ordinary land revenue or 25 per cent, 
of the local fund cess realised within the limit 
of the village, whichever is greater. 

(2) Grant-in-aid at 3/4th of the salary and allow¬ 

ances of the Secretary. 

(3) On voluntary basis grant-in-aid equal to 50 per 

cent, of the expenditure incurred for the pay¬ 
ment of dearness allowance to Panchayats 
staff other than Secretary. 

No other grant-in-aids are made payable to Village 
Panchayats so far. 

The grant thus payable are quite inadequate to meet 
all the requirements of the villages in addition to the 
meagre source of income from Panchayat Taxes, some of 
which are quite impracticable and not at all suitable 
to the conditions of the locality. On going through the 
previous years income and expenditures it is noticed 
that the income of this Panchayat from taxations is 
from Rs. 10,000 to Rs. 12,000 while the same including 
the grant-in-aids is from Rs. 15,000 to Rs. 18,000. The 
average taxation per head is from 0-14-0 to 1-0-0. 
Grant-in-aids payable to Panchayats are very limited. 
Some of the taxes prescribed do not suit the local con¬ 
ditions. If the rates of the practicable taxes are en¬ 
hanced the paying capacity of the taxpayers does not 
permit them to afford to pay. Still the Panchayats are 
made responsible to look after the following activities of 
the village: — 

(1) Supply of water for domestic use, 

(2) Cleaning of public roads, etc., 

(3) Constructions and maintenance of public roads, 

(4) Sanitation, conservancy and public health, 

(5) Maintenances and regulation of the use of public 

buildings, grazing lands, forest lands, etc., 

(6) Lighting of the village, 

(7) Control of fairs and bazars, cart stands, etc., 

(8) Provision of burning and burial grounds, 

(9) Crop experiments, 

(10) Construction and maintenance of slaughter 

house, 

(11) Relief to the destitute and the sick, 

(f2) Improvements of agriculture, 

(13) Co-operative farming, 

(14) General care of live-stock, 

(15) Village libraries, 


(1) House tax and 
General sani¬ 
tary cess. 


(2) Entertainment 
tax. 


{ 


(3) Market fees. 


* 

(4) Tax on shops, 
and hotels. 


(5) Tax on mills and 
factories. 


{ 


This is based on capital valuation 
of houses which are generally 
farm houses, not fetching 
good amount of income sub¬ 
ject to flat rate for general 
sanitary cess above Rs. 1,500 in 
case of General Sanitary Cess. 

This is based on each show to be 
performed and its income is 
fluctuating. 

The recovery of these fees is bas¬ 
ed on the sale of goods on open 
space any where in the Pancha¬ 
yat area as a result of which 
major portion of this income is 
wasted due to non-payment and 
avoiding the same on account 
of proper control over it. 

This is sanctioned on flat rates 
irrespective of the value of 
transactions carried out for 
which the Panchayat has no dis¬ 
cretion to classify the same. 
Hence much of the dues is 
generally in arrears resulting 
the regular fall in the Pancha- 
yat’s income. 

As above. 


(16) Establishment of granaries, 

(17) Tree planting, 

(18) Maintenance of play grounds, 

(19) Constructions and maintenance of Dharma- 

shalla, 

(20) Constructions and maintenance of latrines, 

(21) Establishment and maintenance of market, 

(22) Watch and ward of the village, and such other 

work or measure likely to promote the health, 
safety, education, comfort, convenience or 
social or economic well being of the inhabitant 
of the village. 

Looking to the above liabilities and source of income 
the Panchayats are depending more and more on grant- 
in-aid. It is too much to expect Village Panchayats to 
undertake the developments of the above works with 
their slender resources. 

In general I may suggest the Panchayats’ administra¬ 
tion must have a living contact with the day to day life 
of the villagers with full co-operation and encourage¬ 
ments from Government to keep such bodies alive. 

Due to paucity of funds the Panchayats are always 
approaching Government or District Local Boards for 
grant-ifl-aids amount to carry out their obligatory dutie* 
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and liabilities cast upon them. This is the result, to some 
extent, of unsuitable taxations levied by them the income 
of which does not permit them to satisfy the public 
needs and grievances. It is hoped that Government 
would consider the question of improving the financial 
positions of the Panchayats after making necessary 
amendments in the provisions of the Act for the levy of 
taxes by Village Panchayats and the rates made there¬ 
under so as,to give them wide scope and discretion in 


enforcing the taxes and assessing the rates thereto 
subject to the local situations and conditions of the 
Panchayats concerned. Whatever grant-in-aid now 
earmarked for Panchayats is nothing when compared to 
their liabilities for which it is desirable to set apart some 
portion of the State revenue for specific purposes in 
the villages as supplement to the taxation income of the 
Panchayats permanently, if not, at this stage of their 
infancy. 


Replies of the Channi Village Panchayat (Dist. Baroda) to the Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


MEMORANDUM A. 

1. A statement incorporating the statistics readily 
available for the last 5 years is appended. 

2. In dealing with the comparative study of the 
Finance of the V. P. it has been suggested to relate the 
accounts to the periods (i) before World War II, 

(ii) during the war and upto 1945-46 (inclusive) (iii) from 
1946-47 to the present day. So far as the finances of 
this V. P. are concerned it may be mentioned at the 
out-set that it is convenient to relate the accounts to 
the periods (i) before merger of the Ex-Baroda State, 
(ii) after merger. Since before the merger of the State 
the V. P. Ps. were governed under the Baroda Village 
Panchayats Act, 1933 under which there was very little 
scope for taxation as the whole policy of taxation dictat¬ 
ed under the said Act was purely voluntary. As such it 
would not be futile to say that the V. P. Ps. in the Ex- 
Baroda State were not accustomed to taxation, say they 
did little know of anything as taxation and hence there 
was practically no change in the trend of income of the 
V. P. Ps. for the period upto the date of merger and a 
uniform standard of income prevailed till then, which, 
being allowed under the provisions of the said Act, 
especially formed part of,— 

(1) The rent of gaothan lands. 

(2) The produce of grass growing in Government 

lands, except lands used for Government 
building purpose. 

(3) The produce of earth and sand and the fruits of 

Government trees. 

(4) The produce of wood of Government trees. 

The income from these sources used to be first 
credited to the Government and then made over to the 
Village Panchayats. 

As for this Village Panchayat it may be particularly 
mentioned that it had levied a tax on shops and hotels 
under the provisions of the Baroda Village Panchayat 
Act and along with the sources of income mentioned 
above, derived income therefrom too. 

Now the principal items of expenditure before merger 
were as follows: — 

(1) Administration. 

(2) Works of Public Utility which includes new 

roads, repairs to roads, Khanki-paving, repairs 
to wells and tanks, etc. 

(3) Grants to village libraries. 

The expenditure on the above items depended mainly 
on the actual income that the Village Panchayats derived 
from the sources mentioned above. As also the then 
Government used to contribute 50 per cent, of the actual 
cost of works, provided the Village Panchayats agreed to 
pay the remaining cost by way of popular contribution 
or manual labour. It might be therefore, for this very 
fact that the Village Panchayats of the Ex-Baroda State 
did little care to pay attention to taxation since, as 
stated above, by way of occasional popular contribu¬ 
tions and Government grants in lieu of the same, they 
were able to get their necessities satisfied. It would be 
clear from the above data that before merger there was 
no change in either of the pattern of income and expendi¬ 
ture. This would be evident from the statement 
appended. The period of ‘ after merger ’ commences 
from the 1st August 1949 and it was from this date that 
the Village Panchayat had to adopt a new phase under 
the Bombay Acts and Rules but owing to certain ano¬ 
malies this Village Panchayat started functioning on the 
above lines as late as 1952-53 and hence except for the 
levy of House Tax and new establishments for sanitation 
and conservancy nothing is seen to be worth recording 
for that period. 

3. (i) As per provisions of section 92-A of the Bombay 
Village Panchayats Act, 1933, the Village Panchayats, 
in order to get grants-in-aid equal to 15 per cent, of 
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L. R. or 25 per cent, of the L. F. Cess whichever is 
greater, have to levy compulsory taxes as provided 
for in section 89(1) and 2(A) of the said Act. It would 
be clear from this that Tax-Revenue is a relative 
important factor in so far as Government grant is mude 
incumbent upon the imposition and collection of the 
taxes mentioned above. 

(ii) This Village Panchayat is not getting any share 
from any taxes levied and collected by the State Govern¬ 
ment. 

(iii) In addition to the grants-in-aid mentioned above 
the Village Panchayat is entitled to get 75 per cent, of 
the pay and allowances of its Secretary and 50 per cent, 
of the D. A. allowed to its servants other than the 
Secretary. Grant-in-aid according to section 92-A of 
the Bombay Village Panchayat Act, 1933, has not been 
received by this Village Panchayat as yet, still however, 
the eligibility, if accounted for, comes to Rs. 2,200 a 
year which adds as much as the House Tax itself and 
makes the total income farely well. As for grant-in-aid 
on account of the pay and allowances of the Village 
Panchayat staff it may be mentioned that this Village 
Panchayat has received the following grants in the year 
1952-53:— 

Rs. 337-8-0 Grant-in-aid on account of the pay and 
allowances of the Village Panchayat Secretary, 
the expenditure being Rs. 550. 

Rs 282-8-0 Grant-in-aid on account of the D. A. 
allowed to the Village Panchayat staff other 
than the Secretary, the expenditure being 
Rs. 914 inclusive of pay. 

It would be evident from this that the above grants 
have saved a serious draught in the Village Panchayat 
income and left a good deal of amount at the disposal 
of the Village Panchayat for carrying out the works of 
Public Utility. 

(iv) The individual components of “Other non-Tax 
Revenue” are as follows: — 

Income derived in 1952-53. 

Rs. A. P. 

( 1 ) Interest of Village Panchayat Funds . 223 12 0 

(2) Income of the properties vested in 

Village Panchayat, i.e., sale pro¬ 
ceeds of grass, fruits of the trees 
and wood of trees growing in 
Government lands vested in the 
Village Panchayat . . . 24 0 0 

From the above figures it would be seen that except 
for the interest of the Village Panchayat Funds the other 
item falls short of any significant importance. 

4. This Village Panchayat has levied two taxes: — 

(1) House Tax. 

(2) A tax on shops and hotels. 

House tax was levied after merger, i.e., from 1950-51 
and in view of the local situation its recovery had to 
be started in 1952-53. The tax on shops and hotels was 
levied as far back as in the times of State Government 
and regular recoveries of the same were effected till 
upto-date. There are no trends in the revenue derived 
from each of the said taxes. 

5. No efforts have been made to increase the tax 
revenue by imposing new taxes or increasing the rates 
of the old ones. The Village Panchayat has levied 
house tax at a rate of Re. 0-4-0 per Rs. 100 of the 
capital value or fraction thereof. The existing rules 
provide for a further increase in the rate upto Re. 0-8-0 
but as House tax is at present, quite a new tax to the 
people, it is not found advisable to increase the present 
rate till the people become accustomed to it. The 
increase in the rate of the tax on shops and hotels is 
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not permissible under the provisions of the existing rules 
framed by the Commissioners of Divisions (now called 
the D. L. As.). 

6 . As the Village Panchayats were authorized to levy 
House tax and any of the taxes specified in sub-section 

(2) of section 89 of the Bombay Village Panchayat Act, 
1933, this Village Panchayat first of all decided to levy 
House tax and a tax on shops and hotels. The village 
people were informed of the decision of the Village 
Panchayat in the manner prescribed for it and after a 
lapse of the period of 30 days, finally resolved to levy 
the said taxes, no objections to the levy of the same 
having been received The Sarpanch thereafter started 
preparing the assessment list for the House tax and 
after completing the same, got it through the procedure 
of publication and inviting objections thereto. The 
Village Panchayat, after having taken decisions on the 
objection petitions, sanctioned the assessment with 
certain alternations. As regards the tax on shops and 
hotels there was no question of assessment and hence 
a list of the owners of shops and hotels was prepared 
and published for the knowledge of the parties con¬ 
cerned. After having completed these primary prepara¬ 
tions the Secretary whose first and foremost duty was 
the prompt recovery of taxes, was entrusted with the 
work of collection. By the end of 1952-53 almost all 
dues excepting an arrear of about Rs. 25 were being 
collected. The arrears have been collected in the current 
year. The cost of collection of the taxes includes only 
the pay and allowances allowed to the Secretary which 
was Rs. 550 for the year 1952-53. The State Government 
have contributed 75 per cent, of the above expenditure 
which may be considered to be a sort of assistance 
given of the State Government. 

7. No cases of tax-evasion have been traced as yet. 

8 . Nil. 


MEMORANDUM B. 

Part I and II. 

. General Property Tax and “ service ” taxes. 

House tax—Section (a).—(1) As per the provisions 
laid down in sub-section 1 of section 89 of the Bombay 
Village Panchayat Act, 1933, House tax is a compulsory 
tax for the Village Panchayats. It is to be levied on the 
owners or occupiers of houses including farm-buildings 
whether or not subject to payment of agricultural-assess¬ 
ment, and of lands which are not subject to payment of 
agricultural-assessment within the limits of the village, 
in such manner and at such rates and subject to such 
exemptions as has been prescribed in the rules framed 
by the Commissioners of Divisions (now called the 
D. L. As.) under their No. V. P. 123, dated the 28th 
January 1943. 

The main features of the tax are as follows: — 

(1) It is to be levied either on the capital-value or 

on the annual-letting value of the properties. 

(2) Lands and buildings belonging to Government, 

Local Boards, Munys and Panchayats and used 
solely for public purposes, lands and buildings 
used solely for religious, educational and 
charitable purpose, lands and buildings of a 
capital-value of less than Rs. 100 or an annual¬ 
letting value of Rs. 6 or less, are exempted 
from the levy of House tax. 

(3) It is primarily recoverable from the owner of 

the property. 

(4) Payment of tax may be made in cash or by 

rendering of work and labour. 

This Village Panchayat has levied this tax from 
1950-51. It has been levied on the capital value of the 
properties. 

(2) The rate of the house tax has been fixed at 
Re. 0-4-0 per Rs. 100 or fraction thereof. The principal, 
underlying the concessions and exemptions are stated 
above. 

(3) The assessment was prepared and published by 
the Sarpanch and the objection petitions were heard 
and disposed of by the Panchayat. Those dissatisfied with 
the decision of the Village Panchayat were authorised 
to institute an appeal before the Standing Committee of 
the District Loctal Board, but none of the appellants 
ever approached the Standing Committee against the 
decision of the Village Panchayat. The collection of the 
tax was made by the Secretary of the Village Panchayat, 


(4) The cost of administration included only the pay 
and allowances of the Secretary which was Rs. 550 for 
the year 1952-53. Government contributed Rs. 337-8-0 
for the above expenses and the remaining expenses of 
Rs. 212-8-0 which the Village Panchayat had to bear, 
if compared with the total receipts of Rs. 6,631 amounts 
to only 3 per cent. 

(5) The dues for all the three years (i.e., from 1950-51 
to 1952-53) have been received in the year 1952-53 and 
hence nothing of the trends in the receipts is to be 
mentioned. 

(6) Very little arrears were left by the end of 1952-53 
and hence nothing of the trends of arrears is to be 
mentioned. The arrears are recovered in the current 
year. 

(7) No evasion or avoidance has been noticed. 


Section B : Questions on Individual Taxes. 


Question No. 200.—No. 

Question No. 201.—I agree with the view expressed 
by the Local Finance Inquiry Committee. 

Question No. 203.—House tax is not on a slab basis. 

Yes. The rental values below a level of Rs. 12 may 
be exempted. 

The properties of the owner, occupiers may be con¬ 
sidered to bring forth reasonable rent and to be taxed 
accordingly. The properties of charitable or educational 
trusts or of co-operative housing societies may be 
exempted from the levy of this tax. 

The amount of the rate proportionate to the period 
of the vacancy would be remitted or refunded provided 
the properties remained vacant for the period of not less 
than 60 consecutive days. 

No. 

Question No. 204.—No. But the maximum limit of the 
tax on lands and buildings, to be paid by a taxpayer 
may be fixed at Rs. 7. 

Question No. 205.—All the local bodies should be em¬ 
powered to levy property tax. 

The local bodies should be authorised to levy the tax 
on lands and bulidings at such rates which they so 
choose subject to the maxima and minima which should 
be Re. 0-8-0 and 0-4-0 respectively. 

As for other “ service-taxes ” the local bodies should 
be allowed to choose to levy the taxes at such rates 
which would derive sufficient income to meet with the 
expenditure. 

Question No. 206.—No. 

Question No. 207.—Service-taxes should not be levied 
on the same basis as general property tax. The rates of 
service-taxes should be such as would derive sufficient 
income to meet the expenditure. These taxes are and 
should be self-supporting, no deficit, being allowed to 
be met with from the general revenue of local bodies. 


SECTION C : Other Remarks. 

(11) Other taxes not covered by the above. 

A tax on shops and hotels. 

1. (a) This Village Panchayat has levied a tax on 
shops and hotels as far back as in the times of Ex-Baroda 
State and after merger continued the levy of the same, 
the Village Panchayat being authorised to levy such 
tax under the Bombay Village Panchayat Act, 1933. 
The main features of the tax are as follows: — 

(i) The tax is to be paid by the proprietor of the 

shop or hotel. 

(ii) It is to be paid for the whole year beginning 

from 1st April and ending 31st March, even if 
the shop or hotel is open for a part of the 
year. 
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2. The rates have been fixed by the Commissioners 
of Divisions (now called the D. L. As.) under their No. 
V. P. 29, dated the 26th May 1949 and the same are as 
follows: — 

Rate of tax. 

(i) Shops Rs. 5 per annum. 

(ii) Hotels . Rs. 10 per annum. 


There is no provision for any exemptions in the rules 
for this tax. 

3. Assessment is not at all required to be prepared 
and as such a list of the owners of the shops and hotels 
was prepared and published for the knowledge of the 
concerned. The collection was made by the Secretary of 
the Village Panchayat. 

4. The matter of cost of administration discussed 
above in respect of House tax applies to this tax also. 

5. and 6. As yearly demands were being fully realised 
per year nothing of the trends of receipts and arrears 
is to be mentioned. 

7. No evasion or avoidance has been noticed. 


Section (b). 
Question No. 223.—Nil. 


Section (c)—Other remarks.—Nil. 

MEMORANDUM C. 

Question No. 1.—It is partly because the Village 
Panchayats do not desire to be unpopular amongst the 
village-folk and partly because of the fact that the 
economic conditions of the village people are not such 
as would stand at par with the standard of taxation that 
the Village Panchayats are not inclined to use fully the 
tax resources available to them. 


Question No. 8.—Yes. 


Question No. 9.—Yes. 


Question No. 15.—No. 


Question No. 16.—Yes. 

Generally people have nothing to grudge against 
service taxes, viz., water tax, lighting tax, etc. In case 
of other property tax, i.e., a tax on lands and buildings, 
when the people are fully provided with amenities they 
have very little to grudge against it. 

Question No. 17.—No. 


Question No. 154.—(i) It should be land revenue. 

(ii) No. 

(iii) (a) Full amount of land cesses should be made 
available to the Municipalities and Local Boards as is 
the case in Bombay State, 

(b) No. 

(iv) No. 

Question No. 171.—No. 


Question No. 185.—Generally the system of local 
taxation in India is satisfactory with the exceptions of 
the following taxes which especially relate to the Village 
Panchayats in the Bombay State. 

1. Rule for the levy of a tax on the owners or 
occupiers of houses and lands: — 


2. Octroi .—A Panchayat which decides to levy this 
tax is required to levy on all the commodities and at such 
rates as are specified in the schedule to the rules framed 
by Government in this respect. Looking to the condi¬ 
tions suiting to the local area concerned it does not seem 
fair to levy octroi on all the commodities at the rates 
prescribed by the Government. The Village Panchayats 
should therefore, be authorised to choose to levy octroi 
on such articles and at such rates as they think most 
suiting to the local conditions. Government may, how¬ 
ever, prescribe the schedule of commodities and the 
maximum rates of octroi. 

3. General Water-rates .—The Panchayat, which 
decides to levy this tax has to levy it on all houses 
situated within the limits of the village at a rate not 
exceeding half the rate of the house tax. This does not 
seem to be fair. 

Water rates being of the nature of service tax should 
be self-supporting and the deficit should not be allowed 
to be supplemented from the general revenue of the 
Village Panchayat. The rates should, therefore, be such 
as may be decided by the Village Panchayats to suit the 
local conditions and also to derive the income to meet 
with the expenditure on this account. 

Question No. 186.—No. 


Question No. 187.—The considerations to be taken into 
account in judging the suitability of a particular tax are 
as follows: — 

1. Tax paying capacity of the people. 

2. Less expenditure and harassment to public for the 

work of collection. 

3. Scope of amenities to be provided to the tax¬ 

payers. 


The tax-paying capacity of the taxpayers and the 
income producing capacity of the property may generally 
be included amongst the considerations relevant for the 
suitability of assessment. 

Question No. 188.—No. 


Question Nos. 189 to 194.—Not to be answered. 


Question No. 195.—No. 


Question No. 196.—Nil. 


Question No. 197.—No. 
Question No. 198.—Yes. 


Question No. 199.—Grants-in-aid is being preferred 
because other alternatives involve to some extent adding 
the burden of taxation on the village people. 

Question No. 202.—No remarks to be offered. 


Question No. 222.—No remarks to be offered. 


Question No, 224.—No. 


Question No. 225.—No. 

Question No. 226.—Nil. 

Question No. 227.—No. 

Question No. 228.—Yes. 

Para. 2 .—People will be trained in the sense of self- 
help. 


No maximum limit for the tax leviable on any one 
property has been provided for in the rules 
which, to that extent, seems to be defective. 
I am of the opinion that the prescribed rates 
should, however, in no case be beyond Rs* 7. 


MEMORANDUM D. 


No additional information, comments or suggestions 
are to be conveyed. 
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Statement showing the income and expenditure of the Village Panchayat, Chhani Taluka Baroda, District Baroda. 


DETAILS OF INCOME, I.—TAXATION. 



Tear. 


General 

property 

tax. 

'' servioe ” 
Taxes. 

L.F. oess. 


1 


2 

3 

4 

1948-49 

- 


. Rs. A. P. 

•• 

•• 

1949-60 

• 

• 

• 

•• 

•• 

1960-61 

• • 

• 

. 

•• 

•• 

1961-62 

• 

• 

. 


•• 

1962-63 

, , 


. 6,631 6 0 

.. 

.. 


Octroi & 
terminal 
taxes. 

Tolls. 

Taxes on 
goods and 
passengers Taxes on 
oarried by vehicles, Profession 
road, or animals, tax. 

Inland and boats. 

Water 

ways. 

• 

Theatre 

tax. 

6 

6 

7 

8 9 

10 

-- 

•• 

•• 

.. 

•• 

9 . 

. . 

. . 


, * 


DETAILS OF INCOME. NON TAX REVENUE. II.—GRANTS FROM 

I.—TAXATION. GOVERNMENT (a) 



Year, 


r - 

Pilgrim 

tax. 

-A* -— > r - 

Town 

improve- Other taxes. For Roads, For eduoa- For Medical For other 
ment and Cesses, A buildings, tion. As P. H. purposes, 

betterment Rates. purpose, 

taxes. 

Total. 

1948-49 

1 


a 

• • • 

12 

13 

Rs. 

1,410 

14 16 

16 17 

R8. A.P. 

60 

18 

Rs. A.P. 

60 

1949-60 

• • 


. 

.. 

1,087 


581 - 5-0 

581 - 6-0 

1960-61 

• • 


. 

• • 

1,141 


1 , 026 - 8-0 

1 , 026 - 8-0 

1961-62 

. . 


• 

•• 

1,128 


15 , 739 - 16-4 15 , 739 - 15-4 

1962-63 

• • 


• • • 

•• 

1 . 6l|i 

.. 

620 

620 







C. — DETAILS OF EXPENDITURE. 







r 



’ 


Year. 


Fees, 
fines etc. 

Miso. 

Grand 

Total. 

Adminis- Servioe 
tration. charges. 

Medioal & Roads & Misoella- 
P.H. buildings, neons. 

Total. 

1948-49 

• • 


19 

20 

Rs. A. P. 
62 - 12-10 

21 22 23 

Rs. A. P. Rs.a.p. 

1 , 632 - 12-10 12 

24 25 26 

Rs. Rs. Rs. 

820 20 

27 

Rs. A . P. 
862 

1949-60 

• • 


a 

63 - 16-10 

1 , 732 - 4-10 

.. 

2,000 15 

2,016 

1960-61 

• • 


. 

143 - 12-2 

2 , 310 - 4-2 

4 - 8-0 

100 .. 60 

164 - 8-0 

1961-62 

• 


• 

161 - 1-4 

17 , 029 - 0-8 

62 - 6-0 

100 

162 - 6-0 

1962-63 

, , 


. - • 

621 - 6-10 

. . 

706 - 3-6 

926 30,260 100 

31 , 981 - 3-6 


Replies of the Village Panchayat, Rahuri (Dist. Ahmednagar) to the Supple¬ 
mentary Questionnaire of the Taxation Enquiry Commission. 

MEMORANDUM A. 

General Information: 

(1) Population :— 9,833 (according to 1951 census). 

7,884 (according to 1941 census). 

(2) Total income from all sources: — 

1948-49. 1949-50. 1960-61. 1961-62. 1962-63. 

10,339 13 9 13,906 10 6 19,806 6 3 38,662 2 9 41,929 9 0 

Remarks .—Increase in 1951-52 is due to increase in Government grants and due to sale of building plots. 

(3) Total income from rates and taxes: — 

1948-49. 1949-60. 1960-61. 1961-62. 1962-63. 

7,721 4 3 8,693 16 6 9,296 10 3 9,216 11 0 32,346 4 0 


Remarks .—Increase in 1952-53 is due to levy of Octroi tax. 
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(4) Per Capita incidence of total income :— 


1948-49. 

1949-50. 

1950-51. 

1951-52. 

1952-53. 


1-31 

1-77 

2-51 

3-92 

4-27 


(5) Per Capita incidence of income from taxes: 

— 




194jj-50. 

1949-50. 

1950-51. 

1951-62. 

1962-53. 


•98 

110 

1-19 

•94 

3-29 



B.—Details of Income. 


I. Tax Revenue. 

1948-49. 


1949-60. 


1950-61. 


1961-62. 


1952-63. 

General Property tax (tax on 
houses and lands.) 

2,318 4 

0 

2,274 0 

0 

2,306 0 

0 

2,044 3 

0 

7,479 4 0 

“ Servioe ” taxes (water supply, 
lighting drainage, conservancy 
etc.) 

581 0 

0 

494 2 

0 

414 0 

0 

692 0 

0 

1,227 12 0 

Local Fund Cess 

•• 


• • 


• • 


• • 


•• 

Ootori and terminal taxes (to 
be shown separately.) 

Tolis. 





• • 




16,406 9 0 

The ootori wrs 
levied with effect 
from 1st April ’62. 

Taxes on goods and passengers 
oarried by road or inland 
waterways. 

*• 


•• 


• • 


* ‘ 


*• 

Tax on vehicles animals and 
boats. 

•• 


•• 


e e 


•• 


•• 

Profession Tax 

.. 


.. 


• • 


• • 


• • 

Theatre tax .... 

•• 


• • 


.. 


243 

8 

0 601 8 0 

Pilgrim Tax .... 

•• 




• • 


•• 


• • 

Town improvement and better¬ 
ment texes. 

•• 


ITFi^F 


• • 


•• 


• • 

Other taxes, ceases and rates — 










Bazar fee etc. 

4,822 0 

3 

5,786 5 

6 

6,546 10 

3 

6,909 0 

0 

6,056 3 0 

Marriage Tax 

•• 


32 0 

0 

31 0 

0 

8 0 

0 

• • 

Fee on applications presented 
to Nyaya Panohayats. 



7 8 

0 

e e 


• » 


• • 

Tax on Shops and Hotels] 

•• 


•• 


•• 


295 0 

0 

600 0 0 

Tax on factories and Mills 

•• 


•• 


•• 


26 0 

0 

76 0 0 

GRAND TOTAL 

7,721 4 

3 

8,593 15 

6 

9,296 10 

3 

9,216 11 

0 

32,286 4 0 

The Village Panchayat has not levied 

General Sani-tary Cess. 






II. Non-Tax Revenue 

1948-49. 


1949-50. 


1950-51. 


1951-62. 


1952-63. 

Grants from Govt .— 










For Roads and Buildings 

•• 


•• 


•• 


•• 


•• 

For educations . 

•• 


.. 


•• 


• • 


•• 

For Material and public 
Health purposes. 

•• 


•• 


•• 


•• 


•• 

For other purposes 15 percent 
of the Land Revenue. 

Fees, Fines etc. — 

# * 


1,835 10 

0 

5,038 8 

6 

21,838 11 

6 

Not paid during the 
year but in next 
year. 

Cattle Pound fine 

•• 


603 0 

0 

243 10 

0 

267 13 

3 

849 10 6 

Miscellaneous 

•• 


10 0 

0 

• • 


•• 


•• 

50 peroent of the D. A. of V.P. 
Servants. 

2,171 0 

0 

1,536 0 

0 

2,663 14 

0 

3,188 12 

0 

3,121 11 6 

75 peroent of the Secretaries’ 
pay and D.A. 





745 8 

0 

1,137 8 

0 

382 8 0 

Total 

2,171 0 

0 

3,983 10 

0 

8,691 8 

6 

26,432 12 

9 

4,353 14 0 


Comments .—There was a flood in the village in 1946 
and most of the buildings were damaged. So .a new 


gaothan was formed and the plots were sold on payment 
of occupancy price which forms part of Land Revenue 
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during the year 1949-50 on which amount of 15 per cent. 
Land Revenue was paid during 1951-52 to the Village 
Panchayat and hence an abnormal increase in the 
Government grant during that year. 


The grant on account of 15 per cent, land revenue 
due in 1952-53 was not actually paid during that year. 
It was paid during 1953-54 and hence not shown in 
1952-53. 


Item, 

1948-49. 


1949-50. 


1950-51 


1951-52. 


1952-53 


Administration 

2,051 10 

6 

2,696 

6 

6 

4,354 12 

0 

4,298 10 

6 

8,898 

~w— 

3 

o 

‘‘ Service ” Watersupply,drain¬ 
age, etc. 

6,182 14 

9 

8,475 

6 

6 

8,654 13 

6 

9,209 0 

6 

15,935 

10 

3 

Medioal and Public Health 






• • 







Roads and Buildings 

275 0 

0 




786 2 

0 



1,431 

1 

0 

Miscellaneous 

909 0 

3 

1,057 

12 

3 

2,394 1 0 

6 

4,674 5 

3 

2,550 

1 

3 

GRAND TOTAL 

9,418 9 

6 

12,229 

9 

3 

16,190 6 

0 

18,180 0 

0 

28,866 

0 

0 


MEMORANDUM B. 

1. General Property Tax. 

Section (a).—A brief account of origin and develop¬ 
ment of the tax: — 


within a period of 2 years. The tax is collected by the 
Village Panchayat staff. If, however, the staff is unable 
to collect it, the Government is moved to appoint a 
Special Recovery Officer for collecting the taxes, and 
accordingly an officer of the Circle Inspector’s grade is 
appointed for a certain period through whom the taxes 
are recovered. 


1. Section 89(1) of the Bombay Village Panchayat 
Act, 1933 provides for levy of the tax upon the owners 
or occupiers of houses including farm buildings whether 
or not subject to payment of agricultural assessment 
within the limits of the village. 


4. Cost of the Administration (including collection) as 
compared with receipts from ail taxes collected by the 
Village Panchayat. No separate figures on account of 
cost of administration in respect of each tax can be given 
as the staff is responsible for collecting all the taxes. 


Under the powers vested in Government under 
Section 108(l)(m) of the Bombay Village Panchayat Act, 
1933 and delegated to Commissioners, the Commissioners 
have framed rules in their Notification No. V. P. 123, 
dated 28th January 1943. 


2. The tax is levied on two basis, i.e., either on the 
capital value or on annual letting value. The rates were 
enhanced from time to time as under: — 


Year 


Up to 1849 
Govt. Notfn. 
Dt. 1-12-1949. 


Capital value 
of Re. 100/ 

0 - 2-0 
t 0-4-0 

■ 0-4-0 to 0-8-0 


On annual letting 
value. 

4% 

8i% 

61% to 15%. 


Exemptions. —1. Local Boards, Municipal or Village 
Panchayat properties used for public purposes and not 
used for profitable purpose. 

2. Government properties whether or not used for 
profitable purposes excluding the railway properties. 

3. Properties used for religious, educational and 
charitable purposes. 


Receipts from 
all taxes. 


Cost of Percent- 
Administration age. 


1948-49 

. 7,721 

2,052 

26-58 

1949-50 

. 8,594 

2,696 

31-38 

1950-51 

. 9,297 

4,355 

46-84 

1951-52 

. 9,217 

4,297 

46-62 

1952-53 

. 32,346 

8,898 

27-51 


5. Receipts, 
trends: — 

Year 


trends in receipts and explanation of 

Collection. 


1946-47 






Rs. 

0 

a. 

0 

P 

0 

1947-48 






1,793 

12 

0 

1948-49 






2,318 

4 

0 

1949-50 






2,274 

0 

0 

1950-51 






2,305 

0 

0 

1951-52 






2,044 

3 

0 

1952-53 






7,479 

4 

0 

1953-54 






6,000 

0 

0 


4. Properties of capital value below Rs. 100 or having 
annual letting value at or below Rs. 6. 

The principles underlaying the exemptions mentioned 
in (1) to (3) must be that the properties are used for 
public purposes while that underlaying (4) must be to 
give relief to poor. 

3. (a) The Sarpanch of the Village Panchayat is 
required once in every three years to fix the capital value 
or the Annual Letting value and then calculate the 
assessment on one of the two basis as decided by the 
Village Panchayat. The Village Panchayat, Rahuri has 
adopted the basis of levying this tax on the basis of 
Annual Rental Value. 

(b) The aggrieved party can put up its grievances 
against the assessment of the Village Panchayat within 
a period of 30 days and prefer an appeal against the 
decision of the Village Panchayat to the District Local 
Board within a further period of 30 days. 

(c) The Village Panchayat is empowered to collect the 
tax by following the procedure as laid down in Section 
91 of the Bombay Village Panchayat Act, viz., by serv¬ 
ing bills, then by serving writs then by attaching move- 
able properties. 

If a Village Panchayat fails to collect the tax by the 
above procedure the Village Panchayat can request the 
Mamlatdar to recover the arrears as an arrear of Land 
Revenue provided the request is made within one year 
and the Collector through the District Local Board 


The receipts from this tax is increasing day by day, 
as will appear from the above statistical information. 
The main reason is the increase in the rates from time 
to time and the development of the village. 

(b) Arrears, trends in arrears with explanations of 
such trends ; provisions and measures for recovery of 
arrears. 


Year. 

1948-49 





House Tax arrears. 
Rs. a. p. 
8,010 8 0 

1949-50 


. 

. 

. 

9,430 

8 0 

1950-51 




. 

. 10,546 

0 0 

1951-52 



. 


12,840 

8 0 

1952-53 





7,466 

3 0 


The above figures show 


that the arrears are mount¬ 


ing year to year. The main reason is that the Village 
Panchayat is generally reluctant to adopt coercieve 
measures. The arrears were reduced considerably 
during the year 1952-53 due to the appointment cf a 
Government hand as Special Recovery Officer. Under 
section 91 of the Bombay Village Panchayat Act, 1933 the 
Village Panchayat is empowered to adopt coercieve 
measures for the recovery of arrears. Provision is also 
made under section 91(5) of the Village Panchayat Act 


to recover the arrears as an arrear of Land Revenue. 
Bills and writs are generally given by the Village 
Panchayat; but further coercieve measures such as 
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attachment of moveable properties are not resorted to. 
However, the Special Recovery Officer affected 9 attach¬ 
ments for the recovery of arrears during the year 1952-53 
However, actual sales of property did not take place as 
the defaulters paid the dues after the attachments. 

7. Evasion and avoidance. —Principle, methods 
practised and extent of Revenue lost, measures if any, 
adopted foi» preventation, detection and enforcement. 

In the first instance the Village Panchayat is required 
to serve the bills and then writs on the parties concern¬ 
ed. The Village Panchayat staff however, experience 
that the parties generally refuse to accept the bills and 
writs and abuse filthily and at times assault the staff 
with the result that the staff has no courage to go and 
attach the property. 

The villagers who have their houses in the fields and 
hamlets far away from the gaothan are very reluctant 
to pay the taxes as the Village Panchayat cannot provide 
the same amenities as they provide in the main gaothan, 
As the arrears can subsequently be recovered if bills are 
served in time, no question of loss of revenue arises. 
Efforts are made to recover the tax by following the 
requisite procedure laid down in section 91 of the 
Bombay Village Panchayat Act. 

Sub-Section (b ).—Replies to questions bearing on the 
tax: — 

Question No. 200.—'It is true that there is multiple 
taxation of the same source of income in certain cases. 
But correlating the different taxes by three different 
agencies, viz., the Central Government, State Govt, and 
the local Bodies is not possible. The, reason is that most 
of the properties in the Village Panchayat are not taxed 
by the Central or Provincial Government but only by the 
Village Panchayat, they being farm buildings. Secondly, 
if the State Government recovers Non-agricultural Asses¬ 
sment, it is based on the area of the plot while the 
Village Panchayat levies it. on the valuation of the 
buildings as well as the areas. 

Question No. 201.—The basis of rental value is more 
suitable and advantageous in bigger towns where rental 
value can easily be fixed with reference to the properties 
already rented out. This Village Panchayat has adopted 
the basis of annual letting value as the basis for assess¬ 
ment. In smaller villages where no properties are rent¬ 
ed out, it is difficult to arrive at the correct annual 
letting value and consequently the assessment. In such 
villages the capital value is the proper basis for assess¬ 
ment. 

Question No. 203.—In my opinion, no exemption need 
be given to houses below a particular letting value or 
capital value nor should an exemption be given to 
owner occupiers. Similarly, no exemption need given to 
Co-operative Housing Societies. Religious, charitable 
and educational buildings if they are used for the same 
purpose deserve full exemption. If the properties 
remain all together vacant for a period not less than 
three months 75 per cent, remission may be given. So 
far as the new buildings are concerned, they should be 
assessed from the next financial year, after the occupa¬ 
tion of the building partly or wholly. The house tax is 
not levied on slab system by this Village Panchayat. 

Question No. 204.—The property tax should not be 
progressive. On the contrary, I would suggest that there 
should be a maximum limit say Rs. 50 in the case of a 
particular property. 

Question No. 205.—All local bodies must be em¬ 
powered to levy property tax without any conditions or 
restrictions. If however, the local bodies fail to levy 
the tax or fail to levy it property the State Government 
should intervene. 

Question No. 206.—So far as the assessment is con¬ 
cerned the Local Bodies should have full powers. As 
regards, recovery, the work may be entrusted to the 
Government agency if the local bodies particularly the 
Village Panchayats so request being unable to recover 
through their own staff. If necessary, 20 per cent, of 
the recovery may be deducted as the remuneration for 
the recovery. 

Question No. 207.—So far as the service taxes are 
concerned, there should be two categories, one general. 
i.e., service rendered for the general public and the 
second, special, i.e., service rendered to individuals for 
individual service, the charges should be in proportion 
of the service rendered. For general service the con¬ 
solidated tax should not exceed the general property 
tax payable by the particular owner, 


The recovery should be done as in the case of 
general, property tax. 

Only the special sanitary cess for cleaning the private 
latrines is levied by this Panchayat. 

The details are as under: — 

No, of Rate at which Yearly Expenditure Inoome 

latrines. taxed. over sweepers eto. 

Private: 120 12 0 0 1,440 0 0 3,858 0 0 
Public: 36 — — 

Section (c)—Other remarks.—Nil. 


“ Service ” Tax (Bhangi Patti.) 

% 

1. The Bombay Village Panchayat Taxes and Fees 
Rules, 1944 provide for levying special sanitary cess on 
privies and latrines. The rate was formerly Rs. 12 per 
annum per privy or latrine or Rs. 12 per annum per 
family for using a privy or latrine and Rs. 6 for each 
additional privy or latrine used by the same family. 
The rates have now been enhanced by Government 
Notification, dated 6th January 1951 according to which 
the prescribed rate is Rs. 24 per latrine or privy or 
Rs. 12 per annum per family and Rs. 6 per additional 
privy or latrine. 

This Village Panchayat has levied the tax at the rate 
of Rs. 12 per annum per privy. The rate has not been 
enhanced as the Village Panchayat has discretion to 
levy it to the limit of the maximum prescribed. There 
is no instance in this village of having more than one 
privy in one property. 

Exemptions. —The cess is to be refunded if the latrine 
is closed for a period not less than 3 months provided 
that a due notice is given to the Village Panchayat 
(vide Rule 33 of the Bombay Village Panchayat Taxes 
and Fees Rules, 1944). The principle underlying the 
exemption is evident, viz., that the owners need not pay 
the cess when no service is required by him. 

3. (a) The cess cannot be levied by the Village 
Panchayat until the Village Panchayat has made pro¬ 
vision for the cleaning of the privy or latrine by manual 
labour, etc., and without giving due notice. 

(b) There is a provision in section 89(3) of the 
Bombay Village Panchayat Act, 1933 for an appeal to the 
Standing Committee of the District Local Board by the 
person aggrieved. 

(c) The recovery is made as provided in section 91 of 
the Bombay Village Panchayat Act, 1933. 

4. See para, under “General Property Tax”. 

5. The figures of collection during the years are as 
under: — 


Year. 

1946- 47 

1947- 48 






Collection of 
Bhangi Patti 
Not available. 
493 14 0 

1948-49 






581 0 

0 

1949-50 






494 2 

0 

1950-51 






414 0 

0 

1951-52 






692 0 

0 

1952-53 






1,227 12 

0 

1953-54 






1,300 0 

0 


Budgeted. 


The remarks made under the “ General Property 
Tax ” hold good in this case also. 

6. Arrears : — 

Year. Arrears. 

1946- 47 300 0 0 

1947- ^8 . . . . 360 0 0 

1948- 49 412 8 0 

1949- 50 788 8 0 

1950- 51 1,448 8 0 

1951- 52 2,408 0 0 

1952- 53 1,633 12 0 

The remarks as under General Property Tax. 

7. Do. 

Section (b).—Replies to questions: Already given 
under the General Property Tax. 

Section (c).—Other remarks. Nil, 
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2. Local Fund Cess. 

Section (a). —The Village Panchayat is not concerned 
with this cess as it is collected by the Revenue Depart¬ 
ment The Village Panchayat gets a share of 15 per 
cent, of the Land Revenue or 25 per cent, of Local Fund 
Cess whichever is greater under section 92-A of the 
Bombay Village Panchayat Act, 1933. 

Section (b). —Replies to questions. 

The Local Fund Cess is collected by the Revenue 
Department along with the Land Revenue at 0-3-0 per 
rupee and the amount so collected is handed over to 
the District Local Board. The system is found to be 
very satisfactory and no change be made. 

1. The Government of Bombay have fixed a fixed 
rate of as. 0-3-0 as Local Fund Cess per rupee of Land 
Revenue. 

Similarly, Local Fund Cess on Irrigation Revenue 
is collected at as. 0-2-0 per rupee. The maximum limit 
upto which it can be levied is as. 0-3-0. This maximum 
rate of annas three may be the uniform fixed rate. 

(ii) So far as the grant to the Village Panchayat is 
concerned it is not earmarked for any specific purpose. 
The same system should continue. 

(iii) This Village Panchayat has not suffered on 
account of remission or suspension. In my opinion, 
however, the small Village Panchayats will be affected 
if the grants are not paid year to year due to suspension 
or remission. I, therefore, suggest that the grant should 
be paid on the basis of Land Revenue or Local Fund 
Cess as the case may be at a uniform average rate 
whether or not the Land Revenue or Local Fund Cess 
are collected. 

(iv) No remarks. 

Section (c).—No remarks. 

3. Octroi Tax. 

Section (a). —A provision has been made in section 
89(2)(ii) of the Bombay Village Panchayat Act authoriz¬ 
ing the Village Panchayats to levy octroi tax. 

The Commissioners have framed rules for the levy 
of octroi in 1944 in which the articles on which the tax 
could be levied were very few, viz., yam, cloth, sugar, 
jaggery, tea, kerosene, building material and iron sheets. 

The list of the articles has since been made more 
exhaustive and also the rates have been enhanced. 
(Please refer to Part IV of the Bombay Village 
Panchayat Taxes and Fees Rules, 1944.) The Village 
Panchayat, Rahuri, has levied this tax w.th effect from 
1st April 1952. 

2. The Village Panchayat has levied tue tax at the 
prescribed rates except in the case of Jaggery—the 
prescribed rate being as. 0-6-0 per Bombay Maund while 
the rate at which the Village Panchayat has resolved 
to recover at Re. 0-4-0 per cart load of 15 maunds. The 
change in the above rate is due to the fact that this 
being jaggery producing area and a market place for 
jaggery, it will affect the market if the tax is levied at 
the prescribed rate. 

If the goods are exported intact within three days, 
the octroi recovered is refunded if claimed by the party. 

3. (a) The Village Panchayat has 3 Nakas with 8 
clerks for the collection of octroi. The octroi is demand¬ 
ed at the Nakas at the prescribed rates. 

(b) A provision has been made in the rules (vide 
Rule 4) to prefer an appeal to the District Local Board 
within 30 days after the decision of the Village 
Panchayat. 

There is also a provision to prefer an appeal to the 
Village Panchayat against the order of the Sarpanch 
rejecting to refund claimed by the party. 

(c) Collection is made at the Nakas. 

4. The tax has been levied since 1st April 1952. 
The collection and the expenditure on that account were 
as under during 1952-53: — 


Collection Establishment and other charges. 

Amount On what acoount. 


Rs. 18.406-9-0 4,860-0-0 Establishment. 

600-0-0 Construction of Nakas. 

300-0-0 Contingency. 

5,660-0-0 Total oharges. 


5. No remarks can be offered as the tax was collected 
during one financial year only. 

6. No arrears remain as the tax is recovered on the 
spot. 

7. So far as this Village Panchayat is concerned 
evasion or avoidance to pay the tax is not noticed. 

Sub-Section (b).—Replies to questions. * 

Question No. 209.—No terminal tax is permissible 
under the Rules to be levied by the Village Panchayat 
and so no remarks can be offered in that connection. 

Question No, 210.—Octroi is most suitable form of 
taxation. I do not recommend to substitute it by the 
surcharge or sales tax. 

Question No. 211.—According to the present rules 
framed by the Commissioners the Village Panchayat 
was required to levy octroi on certain articles only and 
at the prescribed rates. In my opinion, the octroi should 
be levied on all articles at a uniform rate on all articles 
the basis of cost and the Village Panchayat should be 
given the discretion to levy it at such rates as would 
be suitable to the local area. 

Question No. 212.—The maximum rate of levy should 
be 0-0-3 per rupee of cost price of the value of goods 
imported on all articles. Refund of octroi collected 
should be given if the imported articles are exported 
within three days. Octroi should usually be collected 
at the Naka. If, however, the payment is evaded and 
if it is found that the articles are imported within the 
Village Panchayat area without the payment of the 
octroi tax the Village Panchayat should have power to 
recover the tax at double the rate as an arrear of Village 
Panchayat dues. The refunds should be given on ex¬ 
ported articles if claimed within one month (i.e., 30 
days). If the tax is not paid at the Naka the Village 
Panchayat has power to cease the goods on which the 
octroi is leviable or such part thereof as would be of 
sufficient value to satisfy the demand and detain the 
same. The same power should continue. 

Question No. 213.—The rate of assessment should be 
on the basis of the value of the articles as recommended 
in Question No. 212. No procedural delays or difficulties 
are experienced by the Village Panchayat in collecting 
the tax. 

v 

Question No. 214.—I am of opinion that the terminal 
tax system would not be suitable even if the Motor 
Transport is nationalized. 

Question No. 215.—I have no suggestion to make. 

Section (c).—No remarks. 

4. Tax on Goods and Passengers carried by roads or 
on Inland water-ways. 

No such tax is permissible under the rules nor do I 
recommend it for being recovered by Local Bodies. 

I have therefore to offer no further remarks. 

5. Pilgrim Tax. 

Section (a ).—Section 89(2) of the Bombay Village 
Panchayat Act provides to levy the Pilgrim Tax. The 
Commissioners have framed rules for the levy of the 
Pilgrim Tax in Part II of the Bombay Village Panchayat 
Taxes and Fees Rules, 1944. 

The former prescribed rate was annas 0-6-0 per 
pilgrim. The rate has since been revised by Notifica¬ 
tion, dated 9th May 1951 and the Village Panchayats 
have been authorised to levy it at the rate of annas 1 to 
6 per pilgrim and half the rate of a child between 
3 to 12 years of age. • 

This Village Panchayat has not levied the tax and 
hence no further remarks car be offered. 

Section (b).— Replies to questions. 

Question No. 217.—I am of opinion that the question 
of levying Pilgrim Tax should not be widely adopted. 
On the contrary, I would suggest that this tax should 
be levied on such places only as have special significance 

As the Village Panchayats are not concerned With big 
cities the suitable form of taxation cannot be proposed. 

Section (c).—No remarks. 
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7. Taxes on vehicles, animals and boats. 

Section (a ).—There is a provision in Bombay Village 
Panchayat Taxes and Fees Rules, 1944 to levy tax on 
vehicles and animals. The Commissioners have framed 
rules for the levy of tax on vehicles and animals enter¬ 
ing any fair or festival area in part 9 of the Bombay 
Village Panchayat Taxes and Fees Rules, 1944. 

2. The ratqp prescribed of toll on vehicles and animals 
are as under : — 


Vehicles — 


Rs. A. P. 

1. On every vehicles drawn by two or more 

animals (e.g., carriages, tongua, etc.) 0-2-0 

2. On every such vehicle drawn by one 

animal .0-1-0 

3. On every bicycle .... 0-1-0 

Animals — 

4. On every elephant ...... 0-4-0 

5. On every camel.0-2-0 

6. On every buffalo, horse, mare, gelding, 

pony, mule, bullock, cow, heifer . 0-1-0 

7. On every colt, filly, calf, ass, sheep, goat, 

dog, pig ..0-0-6 

This Village Panchayat has not levied the tax on 
vehicles and animals and no further remarks can be 
offered. 


entertainments at any rate but not exceeding the maxi¬ 
mum rate of Rs. 1-6-0, in case of the cinema, circus 
and drama and Rev 1-0-0 in case's! exhibition and on 
sports. 

Concessions .—The entertainments* which is held for 
a philanthropic or charitable purposes: usd hence where 
the proceeds arising therefrom are given for such pur¬ 
pose are exempted from the payment of this tax. The 
purpose of this exemption is to encourage the public 
institutions for ■ which the entertainment programme is 
arranged. There is also a provision to refund thf tax 
if the entertainment programme is not held on account 
of some extenuating or unavoidable circumstances pro¬ 
vided that the application for refund must be made to 
Village Panchayat within 48 hours of payment. 

3. (a) There is only one theatre in the jurisdiction of 
this Village Panchayat on which the theatre tax is 
assessed at the rate of Rs. 1-6-0. There are some pro¬ 
grammes of local entertainments such as circus, music 
programmes, Tamashas occasionally on which the Village 
Panchayat levies the entertainment tax at the prescribed 
maximum rates. 

3. (b) Appeal and revision .—There is a provision in 
Rule 4 to prefer an appeal against the levy of this tax 
to the Standing Committee of the District Local Board. 

3. (c) There is a provision in the Village Panchayat 
Taxes and Fees Rules, Part III, 16-C that the tax is to 
be collected before the beginning of such entertainment 
It is recovered from the proprietors. 


Section (b).—Replies to questions. 

Question 219.—Toll on vehicles and animals and 
iboats is not a suitable tax to be recovered by the local 
bodies such as Village Panchayats and hence have no 
further remarks to offer. 

Section (c).—No remarks. 

9. Profession Tax. 

Section (a ).—There is no provision in the Bombay 
Village Panchayat Act or Taxes and Fees Rules for the 
levy of profession tax by Village Panchayats and hence 
the information is blank. I further propose the Pro¬ 
fession tax may be made applicable for local bodies and 
Village Panchayats may be empowered to recover 
Profession Tax. 

Section (b ).—Replies to questions. 

Question 220.—I agree that the limit of recovering 
' profession tax should be raised to Rs. 1,000 instead of 
Rs. 250 as prescribed at present. I do not recommend 
that whether or not the State Government adopt this 
tax. However, the Village Panchayats may be authoriz¬ 
ed to levy Profession Tax on the professioners earnings 
not less than Rs. 1,000 per annum at the rate of Rs. 0-4-0 
per hundred. The Village Panchayats can suitably levy 
this tax. The list of the professioners may be got pre¬ 
pared from Mamlatdars of Talukas. The provision 
should be made that the aggrieved party may prefer 
an appeal to the Standing Committee of the District 
Local Board. This tax should not be linked up with 
the marine Tax, 

Sub-section (c ).—No remarks. 

Poll Tax.—No such tax is permissible under the 
Bombay Village Panchayat Taxes and Fees Rules nor 
do I propose the Poll Tax for being recovered by the 
Local Bodies especially by the Village Panchayats. 


4. The Secretary and the general staff of the Village 
Panchayat is entrusted with the recovery work of this 
tax. No special staff is appointed for the collection of 
this tax. 

5. The receipts from this tax are as under:— 

A/'YYear. Amount collected. 

Rs. As. P. 

1951- 52 . 243 8 0 

1952- 53 . 501 8 0 

1953- 54 . .. ... . . 0 0 0 

In the current year 1953-54 the proprietor has not 
paid the tax so far. 

6. The arrears of this tax are as under: — 


Year. 

1951- 52 

1952- 53 

1953- 54 


Arrears. 
Rs. A. P. 
352 0 0 
650 0 0 
1,001 0 0 


Heavy arrears of this tax to the extent of Rs. 1,000 
is due from the proprietor of the theatre situated within 
the jurisdiction of this Village Panchayat The Village 
Panchayat has served a dfpand notice on the proprietor 
of the theatre but in sjfte of the demand notice toe 
proprietor has not paid the tax. The arrears of toe 
theatre tax are accumulating day by day and hence toe 
heavy arrears are seen. The Village Panchayat has 
requested the Mamlatdar of Rahuri to recover toe 
arrears of the tax as an arrear of Land Revenue. 

7. As a rule the proprietor is expected to pay toe 
entertainment tax before toe programme of the enter¬ 
tainment but he has not done so and has not giw 
response to the notices and writs issued from time 


I have, therefore, to offer no further remarks on this 
tax. The Poll Tax is neither desirable nor feasible as 
q Local tax. 

Sub-section (c ).—No remarks. 

10. Theatre Tax. 

There is a provision in the Bombay Village Panchayat 
Act, 1933 under section 89(2) (iii) authorizing the Village 
Panchayats to levy tax on entertainments. The Com¬ 
missioners have framed rules for the levy of tax on 
entertainments in Part III of the Bombay Taxes and 
Fees Rules, 1944. (Please vide Rule Nos. 16-A to 16-F.) 

It is presumed that the Theatre Tax and the enter¬ 
tainment tax axe almost the same. This Village 
Panchayat has levied the tax on entertainments at toe 
rate of Rs. 1-8-0 maximum. Previously, the tax on 
theatre was prescribed at a fixed rate of Re. 1-0-0 per 
theatre, but this rate of tax has been amended (please 
vide Notification, dated 9th May 1951) and the Village 
Panchayat has been given discretion to levy the tax on 
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Section (b).—Question 221.—This entertainment 
ax levied by the Village Panchayat is in addition to the 
ntertainment duty levied by State Government. But 
am of opinion that this tax is quite suitable and it 
lay be more generally adopted. I am to request further 
bat the rate in respect of the entertainment tax on 
heatre may be increased from Rs. 1-8-0 maximum to 
Is. 3-0-0 per programme. The proprietors can easily 
fiord to pay the tax. There should be a provision in 
he Village Panchayat Taxes and Fees Rules to cancel 
he licence of the theatre or any other entertainment 
or the default of the payment of Village Panchayat 
,ues. 

I am of opinion that the procedure of collection by 

iay be discontinued and a share of the tax collected 
,y the State Government may please be allotted to toe 
tillage Panchayat. It may be recovered only by toe 
itate Government. 

20 
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Sectidh (c).—Wo -remarks. 


1. Tax on marriages, adoptions and feasts. 


• 11. Ua£» aot a owi a ft fer the above. 

Section 89(2) of we Bombay Village Panchayat Act, 
1933. .empowers the Village Ranchayats to impose some 
other taxet In addition to the taxes mentioned above. 
They are as uiSJW— 

1. Tax oi# marriages, adoptions and feasts. 

2. -Tax qn strops and hotels. 

8 . Tax on premises where machinery is run by 
steam, oil or electric power for any purpose 
other than a domestic or agriculture purpose. 

Under the powers vested in Government under section 
108 (l)(m) of the Bombay Village Panchayat Act, 1933 
and delegated to Commissioners, the Commissioners have 
framed rules for the levy of the above taxes in Parts V, 
X and XI respectively in Bombay Village Panchayat 
Taxes and Fees Rules , 1944. 

The rates prescribed by Government in respect of 
these taxes are as under: — 

1. Tax on marriages, adoptions and (easts. 

(A) Marriage Class — 


Date from which tax levied. 

1-4-1949 


Year. Amount recovered. 

Rs. a. p. 

1949- 50 . . 32 0 0 

1950- 51 . . 31 0 0 

1951- 52 . . 0 0 0 

1952- 53 . . 0 0 0 

2. Tax on shops and hotels. 


Arrears. 


Not 

avail¬ 

able. 


Date from which tax levied. 

1-4-1951 


Amount recovered. 


1951- 52 

1952- 53 

1953- -54 


Rs. A. P. 
295 0 0 
600 0 0 
25 0 0 


Arrears. 

Rs. a. r. 
1,205 0 0 
1,155 0 O 


Recovery is being made 

In the current year 


3. Tax on factories and Mills. 


Rate of tax. 


Date from which the tax is levied 
1-4-1951 


1. On which it is proposed to incur an 

expenditure exceeding Rs. 1,000 . 

2. On which it is proposed to incur an 

expenditure exceeding Rs. 500 but 
not exceeding Rs. 1,000 

3. On which it is proposed to incur an 

expenditure exceeding Rs. 200 but 
not exceeding Rs. 500 

4. On which it is proposed to incur an 

expenditure exceeding Rs. 100 but 
not exceeding Rs. 200 . 

(B) Adoption Class — 

1. In which the value of the property of 

a person making the adoption 
exceeds Rs. 5,000 at the date of 
adoption . 

2. In which the value of the property of 

the person making the adoption ex¬ 
ceeds Rs. 2,000 but does not exceed 
Rs. 5,000 at the date of adoption . 

3. In which the value of the property of 

the person making adoption ex¬ 
ceeds Rs. 1,000 but does not exceed 
Rs. 2,000 at the date of adoption . 

4. In which the value of the property of 

the person making the adoption ex¬ 
ceeds Rs. 500 but does not exceed 
Rs. 1,000 at-the date of adoption . 

(C) Feasts Class — 

1. On which it is proposed to incur an 
expenditure exceeding Rs. 500 


Rs. a. p. 
5 0 0 


2 0 0 


1 0 0 


0 8 0 


5 0 0 


Year. Amount recovered. 

Rs. a. p. 

1951- 52 . . 25 0 0 

1952- 53 . . 75 0 0 

1953- 54 . . 0 O' 0 


Arrears- 

Rs. a. r. 
125 0 0 
75 0 0 
200 0 0 


The tax is collected by the staff of the Village 
Panchayat. No additional expenditure is incurred ioar 
the recovery of these taxes. There is a provision in fee 
Rule 21(2) of Bombay Village Panchayat Taxes and Fees 
Rules, 1944 to prefer an appeal on the classification of 
the tax on marriages, adoptions and feasts to the Mamlat- 
dar whose decision shall be final. No specific exemptions 
are enjoyed under these taxes. 

Section (b ).—Replies to questions bearing pn these 
taxes (Other Taxes). 

^23.— 1 have already made comments on 
the different taxes and hence I have no further remarks 
to oner here. 


2 <QC 


Sub-section (c).—No remarks. 


1 0 0 

0 8 0 

3 0 0 


MEMORANDUM C. 

(The replies to Questions not dealt with already.) 

PART I.—THE TAX SYSTEM. 

Question 8.—So far as the Bombay Village 
Panchayat Act and the Rules thereunder are coocesMd 
there’ is no binding on the Village Panchayat to urntii* 
the income from a particular tax for a particular pur¬ 
pose and in my opinion there should not be such a 
binding. 


2. On which it is proposed to incur an 

expenditure exceeding Rs. 250 but 

not exceeding Rs. 500 . . 2 0 0 

3. On which at is proposed to incur an 

expenditure exceeding Rs. 100 but 

not exceeding Rs. 250 . . 1 0 0 

4. On which it is proposed to incur an 

expenditure exceeding Rs. 50 but 

not exceeding Rs. 100 . . 0 8 0 


2. Tax on Shops and hotels. 

Rate of Tax. 

1. Shops . . Rs. 5 per annum. 

2. Hotels . Rs. 10 per annum. 

3. Tax on factories and Mills. 

Per annum. 

1. Factories or mills run by steam or oil Rs. 25 

2. Factories or mills run by electric power Rs. 50 

This Village Panchayat has levied the above taxes. 
The income from the above taxes and the arrears are 
shown in the following statements. 


Question 9.—It is desirable to levy special cesses 
if special services, e.g., cleaning of latrines of individuals, 
special water taps and lighting are rendered by the 
Village Panchayat so that the general public need not 
pay for the special amenities enjoyed by individuals 

Question 15. —It is a fact that the case of- noHM 
of the taxes, viz., the pilgrim tax and the octroi tax, 
cost incurred for their recovery is abnormal and so 
adds to the burden of taxation as nearly l/3rd of the 
income is wasted over the cost of recovery. This Village 
Panchayat has not levied the pilgrim tax but has levied, 
the octroi with effect from 1st April 1952. The detalll 
of income and expenditure during 1952-53 on that ac¬ 
count are as under: — 

Income from Octroi Expenditure over the cost 

during 1952-53 of recovery of 

Octroi during 1952-53. 

Rs. 16,406 9 0 Rs. 5,760 0 0 

Question 16. —Yes. The general public get a 
return in the shape of amenities provided by the Vfflagjr 
Panchayat in ieu of taxes paid by them. If, ho we a fe. 
some device is invented to reduce tee cost of adrafeaisvi- 
tion, the public will get more amenities within the same 
bulk of taxes. 
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Question 17.—There is no instance at Rehurt of 
the tax burden weighing heavily on any individual 
industry or occupation. There are, however, a tew 
instances where sugar factories are situated in this 
District that the factory proprietors have to pay con¬ 
siderable amount of tax, viz., general property tax, 
without getting any return in the form of amenities 
provided by the Village Panchayat. 


PART IV.— Agricultural Income Tax, Land Revenue 
and Irrigation Rates. 

Question 154.—(i) The land revenue system seems to 
be more suitable than the annual value. 

(ii) Introduction of a degree of graduation does not 
seem feasible. 

(iii) (a) Taking into consideration the efficiency of 
the present Local Bodies placing of Land Cesses within 
the purview of local bodies is not possible. 

(b) Year marking of cesses may not be insisted. 

(c) Consolidation of Land Cess for local purposes is 
most suitable from economic point of view. 

(iv) I have no remarks to offer. 


PART V. 

Question 171.—Registration and licencing of vehicles 
using the roads for purposes other than agriculture and 
recovering Axed rates of fees may be introduced by the 
local authorities concerned. 


PART VI—LOCAL TAXATION. 

Question 185.—The levy of taxes at every point 
Is becoming more unpopular in general public. So if 
some system like increasing State taxation allotting a 
certain share to the local bodies is introduced it will be 
economic and more popular. 

■ s$$£S 

Question 186.—I have no remarks to offer. 

Hi 

Question 187.—The Arst and foremost consideration 
ii). judging the suitability of a particular tax should 
_ Jju.the estimated income likely to be derived by the 
levy of that particular tax. If the estimated income 
from the source of any tax would be less or slightly less 
than or equal to the estimated expenditure for the 
purpose of that particular tax, such a tax should be 
considered unsuitable. The second consideration should 
be the incidence of the tax. The larger the section of the 
population of the village which will be subject to taxa¬ 
tion the more suitable will be the tax. Thirdly, a tax 
should be considered suitable provided it affects the 
richer section of the village population and avoids the 
poorer section of the village population. The tax which 
will encourage the thrifty habits amongst the village 
public will also be considered suitable. Taxes which 
will tell upon the village trade should be considered 
unsuitable, i.e., if a village has abundant supply of a 
particular commodity and the village public beneAts 
by the export trade in that commodity, the local authority 
should be reluctant to levy such a tax. 

The above principles will apply to all kinds of local 
bodies rural as well as urban population. 

Question 188.—In Bombay State the State list is 
adequate to ensure proper devolution. The Village 
Panchayats are empowered by State laws to levy ade¬ 
quate number of taxes and in my opinion no more 
addition is required to make to the list of taxes which 
at present can be levied by the Village Panchayats. 

I am however, of opinion that the Village Panchayats 
are created and exist for the welfare of the village com¬ 
munity, the major section of which lives on agriculture. 
Land Revenue is a tax which is mainly paid by the 
village community and it would, therefore, be natural to 
expect a large share of this tax on the provision oi 
amenities to village communities and hence a proper 
devolution would be ensured if 30 to 40 per cent, of 
buhd revenue collection is paid to Village Panchayats 
by way of grant-in-aid. 

Question 189.—There is no such case and hence 
I have no remarks to offer. 

Queetiea 196.—The taxes allowed to levy by the 
Village Panchayats at present are suitable. 

Question 19L—It is true that devolution in some of 
the taxes is not prompt and Aexible. The system of 
taxation by Village Panchayats has been made rigid 


and dilatory because of certain rules made by Govern¬ 
ment (i.e., Commissioners), viz., Bombay Village 
Panchayat Taxes and Fees Rules, 1944. Under the afore¬ 
said rules Part II—Pilgrim Tax, Rule 6, a Village 
Panchayat is required to take the approval of the District. 
Magistrate to the period during which the pilgrim tax 
is to be levied. This condition precedent to the levy 
of the pilgrim tax causes much delay in the levy of a 
Pilgrim Tax by a Village Panchayat so it is proposed 
that District Magistrate’s approval should not be made 
necessary for the levy of Pilgrim Tax. This will «x9ore 
flexibility in the levy of tax. There are similar pro-' 
visions in the rules made for the levy of other taxes 
also, i.e., Bazar Tax, Octroi Tax, tax on fairs, etc., and 
these provisions also make those taxes rigid and cause 
delay. 

Question 192.—Yes. There is no failure to make 
devolution sufficiently diversifled. 

Question 193.—Devolution in respect of certain 
Individual taxes, i.e., octroi, shops and hotels, etc., does 
not take sufficient account in respect of them. It is 
curious in respect of the above taxes that Government 
has left the choice whether to levy the tax or not to levy 
the tax with the Village Panchayats but as regards the 
rate, Government has laid down speciflc rates which 
Village Panchayats are not allowed to reduce to suit 
the local conditions. This position sometimes put the 
Village Panchayats into difficult position. If the Village 
Panchayat choose to levy octroi on jaggery at the rate 
prescribed by Government the trade in jaggery within 
the limits of the Village Rahuri or Belapur town would 
be very much adversely affected and the village popula¬ 
tion is likely to loose much. And in such circumstances 
the Village Panchayat cannot afford to levy the tax at 
the prescribed rates in the interest of the village trade. 
But if a Village Panchayat is allowed a discretion to 
reduce the rate it can Ax the rate taking into considera¬ 
tion the probable income from that source and the village 
trade. I am of opinion that there should be no mini¬ 
mum and maximum rates for taxes. The Village 
Panchayats should be allowed full discretion to Ax the 
rates commensurate with conditions prevailing in the 
village. If at all the Government thinks it necessary, 
certain conditions may be prescribed under which Col¬ 
lectors may be empowered to interfere with the discre¬ 
tion of the Village Panchayats. 

Question 194.—The State Government and the 
Village Panchayats have concurrent powers to levy 
taxes on pilgrims, fairs and festivals and entertainment. 
However, I do not think that the system is defective. 
Under the legislation the Village Panchayats are autho¬ 
rized to levy sales tax but as the Bombay State has levied 
the tax the Village Panchayats are prohibited from 
levying the said tax. 

Question 195.—Do. 

Question 196.—No. No remarks to offer. 

Question 197.—There should be a minimum limit upto 
which a Village Panchayat should have its annual 
Income. If the Village Panchayat is not able to reach 
that minimum by way of imposing all possible taxes 
and obtaining grants-in-aid, the income should be supple¬ 
mented by additional grants, viz., aid from State grants. 

Question 198—I agree that the Village Panchayats 
should be informed to use all the resources available 
to them. 

Question 199.—I would suggest that a major share 
of the Land Revenue or a share of tax like fhe salesctax 
may be assigned to the Village Panchayats in as much 
as the Village Panchayats have been prohibited to levy 
the tax for the reason that the State Government has 
levied it. 

Question 202.—As the Bombay Village Panchayat 
Aet, 1933 has made it obligatory on the Village Panchayat 
to levy the property tax, the levy of the tax by State 
Government does not arise. 

Qmatton 222.—In view of the fact that the Village 
Panchayats are authorized to levy the general property 
tax which is really meant for the betterment of the 
village, I am not in favour of imposing betterment tax 
in addition. 

Question 224,—Vide reply to Question 197. 
The Village Panchayats should be informed to levy all 
taxes suitable to the area if they do not reach the mini¬ 
mum to be prescribed by Government. 

Question 225.—So fpr, a? the assessment is COjife' 
cemed this power should remain with the ViliiS, 


cemed this power should remain with the VUl 
Panchayat. As regards the collection, the Si 

20 a 
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Government should help the Village Panchayat by en¬ 
trusting the work to the village officers of the State 
Government, if so required by the Village Panchayat, 
provided the Village Panchayat dispenses with its own 
staff appointed for the purpose of collection. 

Question 226.—I have no remarks to offer. 

Question 227—No. 

Question 228.—Manual labour should not be com¬ 
pulsory or in the form of tax. The Village Panchayats 


should however endeavour to secure voluntary labour 
besides the payment of taxes for the betterment of 
villages. As regards the payment of the taxes by way 
of manual labour, it should be left to the discretion of 
the tax payers themselves as in the case of house tax 
rules framed by the Bombay Government. 


MEMORANDUM D. 

I have to submit no remaks in addition to the replies 
already given in Parts A, B and C. 


Replies of the Municipal Committee, Akola, to the Questionnaire of the 
“*' Taxation Enquiry Commission. 


PART VI—LOCAL TAXATION. 

Question 185.—The system of local taxation in 
India is generally not satisfactory. The major defects 
are: — 

(a) (i) There are certain duties imposed upon the 

Local Bodies which entail heavy expenditure ; 
but for which there is no corresponding 
source of income. As for example, Educa¬ 
tion. 

(ii) There are some sources of income which should 
properly belong to Local Body but it has been 
appropriated by the State Government, for 
example, Entertainment Tax, part of Sales 
Tax, Motor Vehicles Tax, etc. 

(b) As regards defects related to the actual operation 

of the system, I have to state that Govern¬ 
ment want a preferential treatment in matters 
of Local Taxation including service taxes. 
There is unnecessary heavy burden on the 
finances of the Committee. As for example. 
Union Government properties like Railway 
buildings, Post and Telegraph Offices, etc., and 
State Government properties like Police build¬ 
ings, Jails, Residential quarters, Courts, 
Schools, etc. 

Question 186.—I agree with the recommendations 
of Local Finance Enquiry Committee that Terminal Tax 
on goods and passengers carried by Railway, Sea or Air 
should be transferred from the Union list to the State 
list and to the Local list. 

Question 187.—Imposition of taxes are based on 
persons, properties, income and profession within the 
limits of the Municipal Committees. Out of these taxes 
some are service taxes. These should purely be the 
items of local taxes. Secondly, income from some of the 
taxes are realised from the lists of—Municipal Commit¬ 
tees and can be clearly and easily ascertained. As for 
example, Entertainment Duty, Sales Tax, Profession 
Tax, etc. These should also be items of local taxation. 

Thirdly, there are certain taxes, a part of which 
should belong to Local Body. Such taxes, of course, 
will have to be imposed by the State Government and 
distributed amongst the Local Bodies on some principles 
fixed with regard to the circumstances of each case as 
for example: — 


Committees are required to spend a lot on primary edu¬ 
cation, which according to the constitution is the duty 
of Government; without corresponding source of revenue. 
So a part of education cess should be transferred to 
Municipal Committee. 

Question 190.—I think Haisiyat and Pilgrim Taxes 
which at present, the Municipal Committees are em-' 
powered to impose, are not suitable form of local taxes. 

Question 191.—In certain cases the State Govern¬ 
ment framed Model Rules for imposition and assessment 
and collection of Local taxes. Many a times local cir¬ 
cumstances demand a change in these Model Rules. In 
such cases the procedure is very dilatory in actual 
practice because Government insists for some previous 
example or for reasons for deviating from Model Rules. 
For example, Service taxes are based on Annual Rental 
Value of buildings and the word “Building” is defined 
in a particular way in the Model Rules, i.e., all buildings 
in one compound are treated as one unit, as a b u i ldin g 
and when maximum rate is fixed, it is an injustice to » 
local body. Several buildings are situated in schools, 
colleges, railway compound and if all such buildings in 
one compound are treated as one building and are sub¬ 
jected to a maximum, it is quite unfair in case of big 
municipalities and specially so in respect of Service 
taxes. 

Question 192 & 193.—There is no data in this 
Municipal Committee which would be sufficient to replj 
these questions. 

Question 194 & 195.—There are concurrent aeA 
overlapping powers exercisable by the State Govern¬ 
ment and Local Bodies, e.g .— 

(1) Entertainment Tax Imposed by State Govern¬ 

ment 

Theatre or Profession Imposed by Local Body. 

Xax. 

(2) Sales Tax. Imposed by State Govern¬ 

ment. 

Octroi Tax. Imposed by Local Body. 

(3) Motor Vehicle Tax Imposed by State Govern¬ 

ment. 

Motor Licence Fees. Imposed by Local Body, 

(4) Income Tax. Imposed by Union Govern¬ 

ment. 

Profession or Haisiyat Imposed by Local Body. 

Tax. 


MOTOR VEHICLE TAX. 

The Motor Vehicles use local roads within the limits 
of various Municipal Committees and the Municipal 
Committees are required to spend off and on, on roads 
due to heavy motor traffic. In such case either all such 
roads should be provincialised or certain percentage of 
Motor Vehicles Tax should be handed over to the Local 
Bodies according to the mileage of roads maintained 
by them. Even at present Government pay some grant 
but it is based on average income of three years prior to 
1940-41. This is a fixed and inelastic grant though the 
income of Government has practically increased four 
times as also expenditure of Municipal Committees. 
Still there is no change in the amount of grant. What 
I want to press is that the Government grant should be 
elastic and it should be automatically increased with the 
increase in the amount of taxes recovered. That is why 
I have suggested that it should be based on percentage 
basis. 

Question 188.—I think, as already stated above, 
the whole of income derived within Municipal limits on 
account of Entertainment duty should be transferred to 
the Municipal Committee. So also the whole of net 
income from Nazul lands within the limits of the Muni¬ 
cipal Committee should be transferred to it. A part of 
sales tax and Motor Vehicles Tax should be transferred 
to the Municipal Committee. Similarly the Municipal 


The disadvantage of this system is that a particular 
trade or profession is hit hard by double taxation and 
ultimately it affects the growth and prosperity of the 
town. I suggest that in such cases there should be 
only one agency allowed to tax to avoid duplication of 
staff and supervision and the proceeds should be distri¬ 
buted between the State Government and Local Botiieu 
concerned on a percentage basis. 

Question 196.—I have nothing to say. 

Question 197.—I have no comments to make. 

Question 198.—I think that unless local body taps 
a particular source of revenue to its full extent, 
it should not be entitled to any grant-in-aid towards 
expenditure on that particular item only. There is 
certainly some unwillingness on the part of the local 
body to impose all kinds of taxes which they are allow¬ 
ed to impose, but as they are representatives of local 
public, they have to consider the total incidence of 
taxation on the public by various agencies, i.e., Union, 
the State Government and Local Bodies. In many cases 
the public has to bear heavy burden and it is inadvis¬ 
able to impose new taxes, simply because the Law 
allows the Committee to do so, particularly when some 
of the revenue which should properly belong to munici¬ 
pal committee as stated above is appropriated by the 
Government. 
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Question 199.—It is necessary ta equip local bodies 
with additional resources beyond their present powers 
of taxation and for this I would prefer: — 

(II) Assignment of a portion of a tax or taxes col¬ 
lected by the State Government within the 
area of a—Local Body, (1) with the Local 
Body exercising no responsibility in respect of 
ghe tax or taxes, only. 

At present the standard of education varies in differ¬ 
ent municipal committees due to different payments to 
staff. In order to have a Provincial basis it is desir¬ 
able that the State Government should impose education 
cess and distribute the proceeds to the Municipal Com¬ 
mittees. At present Municipal Committees do not get 
any part of education cess but receive inelastic grant- 
in-aid. The rate of education cess may be increased 
and the Municipal Committees should be paid proper 
share to enable them to discharge their responsibilities 
satisfactorily. 

Question 200.—In the opinion of this Municipal 
Committee same property should not be taxable by the 
Union, State Government and the Local Body. Yes, I 
agree that the taxes by different authorities should be ; 
merged into one and as the Municipal Committees have' 
very limited sources of income a substantial percentage 
at tax shpuld be transferred to the Municipal Com¬ 
mittees. Annual rental valuation should be the basis 
of taxation. 

Question 201.—The Committee agrees with the 
recommendation of Local Finance Enquiry Committee 
that there should be no change in the well tried basis 
of rent to the more or less uncertain basis of capital 
value. We agree because it is very difficult to ascertain 
capital value. 

Question 202.—I agree with the recommendations 
of the Local Finance Enquiry Committee. If the Local 
Body does not impose this tax or increase its rate when 
directed by the Government, the Government should 
impose it and hand over at least 50 per cent. Of the 
receipt to the Local Body concerned. 

Question 203.—General property tax should be 
imposed to meet expenditure on items for which there 
is no relative source of income and to meet unforeseen 
items of expenditure such as water scarcity, epidemic, 
etc., and to meet post of development schemes. I would 
recommend exemption for Rs. 8 or below annual rental 
valuation and also for charitable or religious properties 
only and the rest should be taxed. Vacancies should be 
given exemption quarterly. Yes, I would recommend 
exemption for the first three years after construction 
of houses with a view to encourage house building. 
Similarly in case of residential house owners rental 
values on newly built houses should be calculated at a 
lessor percentage to encourage house building. 

Question 204.—As the property tax is based on 
annual rental value it need be progressive. In the 
opinion of this Committee no change is necessary. 

Question 205.—The Municipal Committee should 
be empowered to levy property tax. The power In fact, 
should be unlimited subject to a maximum rate to be 
fixed by Government for each Municipal Committee 
concerned according to the class to which Municipal 
Committee belongs. 

Question 206.—The Tahsildar should be prompt 
In collection of the property tax of local bodies and 
should execute their warrants within three months from 
the date of their receipt. Further instead of office 
bearers, the power of dealing with the warrants of 
recovery should be delegated to the Secretary or Chief 
Executive Officer. 

Question 207.—This Municipal Committee has to 
make no suggestions with regard to the service taxes, 
i.e., water, lighting, drainage and conservancy taxes. 
However, the Government should not expect any favour¬ 
able treatment regarding their own properties. Central 
and State Governments both should stand along with 
others. There is a dispute between this Municipal Com¬ 
mittee regarding the taxes imposed by this Municipal 
Committee on Post and Telegraph buildings, Railway 
buildings, Forest Office building and Main Hospital build¬ 
ing and this Municipal Committee is compelled to file 
a Civil Suit against the Government of India in the 
matter of recovery of taxes on Railway properties. 

Question 208.—The question does pot concern the 
Municipal Committees and hence no reply is necessary. 

Questions 209 to 215.—This Municipal Committee has 
not imposed any of the taxes, i.e., Octroi and Terminal 


Taxes. However, I think Government should impose a 
surcharge on Sales Tax and hand over the proceeds to 
the Municipal Committee concerned. 

Question 216 and 217.—This Municipal Committee has 
not imposed any of the taxes i.e., taxes on goods and 
passengers carried by road or on inland water ways 
and Pilgrim tax. 

Question 218.—It is not desirable to impose such 
tax in these days of Democracy. 

Question 219.—(a) Taxes on Vehicles, Animals 

and Boats .— 

This Municipal Committee has 27 miles of road 
length and has to spend annually Rs. 1,70,238 on road 
consolidation, maintenance and cleaning the same as. 
against this, the income is Rs. 38,188. It will be seen 
from the statement that the expenditure is much more 
than the revenue; major part of this expenditure is 
necessary for roads to be kept in a proper condition 
for use by Motor Vehicles. This Committee used to 
impose a tax on Motor Vehicles but since the year 
1940-41 this power of the Municipal Committee has been 
taken, away and the Government have sanctioned a 
grant-in-aid on the basis of three years average from 
1937-38 to 1939-40. This grant is inelastic. Although 
the number of motor vehicles has been increased con¬ 
siderably the grant is static. Hence it is suggested that 
this grant should be on a percentage basis of tbe 
recovery. 

(b) The Toll tax is a suitable form of Local taxation 
as this is the only tax which the Local Body is em¬ 
powered to impose for roads. 

Question 220.—(1) This Municipal Committed has 
imposed tax on Bales and Bojas. I think, as trades 
and professions are encouraged to a great extent dua 
to 1 the civic amenities provided by the Municipal Com¬ 
mittee the profession tax should be a Local Tax only 
and the maximum imposed by the Government be 
Rs. 1,000 as recommended by the Local Finance Enquiry 
Committee. 

(2) The Municipal Committee have a right to impose 
a tax under section 66(l)(n) of tbe C. P. and Berar 
Municipalities Act, according to the circumstances and 
property. This is generally known as Haisiyat tax. In 
fact this is a part and parcel of Income Tax and there 
should be no double taxation one by the Union and other 
by the Local Body. Hence I think this power of Muni¬ 
cipal Committee be taken away and the Government 
should give a percentage of Income Tax to a Local Body 
concerned. 

Question 221.—This Municipal Committee has not 
imposed a Theatre Tax. I think, the double taxation 
on cinema houses, one by the Local Body in the form of 
a Theatre Tax and the another by the State Govern¬ 
ment in the form of entertainment duty is unfair to the 
Industry and henpe thferd should be only one consolidated 
tax which should be levied by the Local Body alone 
and if the State Government insists on imposing Enter¬ 
tainment Tax net proceeds of it should be handed over 
to the Local Body concerned. 

Question 222.—Betterment Tax.—This Municipal 
Committee does not impose any such tax and also does 
not feel any necessity to impose. 

Question 223.—As trades, Industries and Commerce 
are advancing, advertisements of article are assuming a 
great importance and as such I think, the big Municipali¬ 
ties like Akola should be empowered to impose Advertise¬ 
ment Tax. 

Secondly, now that the State Government have form¬ 
ed an Electricity Board and are granting electricity in 
whole of the Province, the energy distribution licences 
should be granted to the Local Bodies to eliminate middle 
man’s profits. 

Question 224.—No reply can be given. 

Question 225.—I think either full powers of collec¬ 
tion of taxes imposed by the Local Bodies should be 
given to the Local Bodies themselves or some time limit 
should be fixed for the collection of taxes through 
the Government agency. To elaborate this point I have 
to state that this Municipal Committee has imposed a 
tax on houses or lands (House Tax and Service Tax). In 
case of house tax this Municipal Committee have no 
power to attach and sale the immovable property of any 
tax payer. In such cases the Warrants after affixing 
necessary Court Fee stamps are sent to the Tahsildar 
concerned for attachment and sale of Immovable pro¬ 
perty. If the defaulters reside outside the Municipal 
limits warrants for attachment and sale of movable 



Property are sent to the Tahsildars in the cases of 
Service taxes also. But the result ie that these warrants 
lie in the office of the Tahsildars not only for days and 
months but for years together and at times the Munici¬ 
pal Committee has to take recourse to the last remedy 
of filing Civil Suits, In Courts to save its claim from 
limitations. To avoid this, I have suggested that the 
Municipality should be equipped with fun power includ¬ 
ing power to sell immovable property or the time limit 
should be fixed for recovery by the Tahsildars con¬ 
cerned. I think period of three months hr a period of 
proper time limit. 

Question 226.—I have no. further suggestions to 
make. 

Question 227.—I have no suggestions to make. 

Question EM.— I do not think it is either feasible 
or advisable to tap manual labour on an additional 
taxation or accept manual labour in present taxation. 
The reason is that either it will not be possible to 
measure the output because it will vary witShdlfferent 
persons and also because the quality of wotJR#rtli vary 
much with each individual. -3£- 

SUPPLEMENT TO QUESTIONNAIRE. 

MEMORANDUM A. 

1. The Municipal Committee, Akola, Is governed by 
the Central Provinces and Berar Municipalities Act, 
1922 (II of 1922). It consists of 30 members (22 elected, 
5 selected, 1 elected President and 2 nominated Vice- 
Presidents). In matters of details the Committee has 
adopted Fundamental Rules, Civil Service Regulations, 
etc. Other enactments that govern the Administration 
are Cattle Tresspass Act, Public Health Act, Provincial 
Electricity Act, etc. The President is the Chief Adminis¬ 
trative and Executive head of the Municipal Committee. 
By amending the Q. P. and Berar Municipalities Act, in 
1947 ample powers are given to the President as he is 
elected by the public from the whole town. Secretary 
is the Chief Executive Officer of the Committee. 

2. A copy of Revenue and Capital Budget is enclosed 
herewith. The Annual Income in 1948-49 was 
Rs. 6,84,961 and it rose to Rs. 11,18,651 in 1952-53. 
Since 1949-50, i.e„ from 1st April 1949 lighting rate has 
been imposed to the tune of Rs. 92,000 per annum. In 
1952-53 a lot of amount had to be spent on account of 
water scarcity. The Committee has also begun construc¬ 
tion of tar road. Twenty Mercury Vapour lamps are 
fixed at important chawks. Due to incessant demand 
from the staff the scales of pay of the Municipal Em¬ 
ployees had to be revised in the year 1952-53 which also 
added to the expenditure of the Coij&nittee. 

As the sources of income of Jfee Local Body were 
limited no development programfip* could be undertaken. 

3. The most important source of income is from taxa¬ 
tion which accounts for about 60 per cent, of the 
revenue of this committee. Government grant is only 
about 7 per cent, and the balance is from other sources. 
This Committee does not receive any share of revenue 
from specific taxes levied and collected by the State 
Government, 'fhis Committee has not undertaken any 
commercial transport or other undertaking. The major 

art of other non-tax revenue; is, therefore, from the 
ead Miscellaneous which comprises of several small 
items. ^ 

4. Principal taxi* levied: — 

(a) Tax on buildings or lands (House Tax). 

(b) Service taxes, viz., latrine or conservancy tax, 

water tax, toll tax, lighting rate, and vehicle 
taxes. 

(c) Other taxes. 

The trend in revenue from these taxes is towards 
rising because it is due to last World War. The Annual 
rental valuation of houses on which the taxes are based 
have risen. Now however the prospects are gloomy 
because now reaction is bound to come and the rental 
valuation which showed progressive increase would 
similarly show decrease in future. 

5. This Municipal Committee has imposed lighting 
rate since 1st April 1949 and has increased the rates of 
other taxes since 1st October 1946. Besides the liability 
of payment of these taxes has been shifted on the owner. 
At one/time the Committee considered the question of 
imposiA terminal tax but the proposal was dropped as 
it wasrepprehended that the trade of the town will be 
divert® from the town. The apprehension of the Com- 
mitte#has come out to be correct if you will compare 
the reajwth of this Town with those in which terminal 
tax Mb been imposed. 


6. The State Government have prescribed the maxi¬ 
mum rate leviable cm buildings or lands belonging to 
the Crown under Section 66(1) (a) of the C. P. and 
Berar Municipalities Act, 1922 (II of 1922), at Rs. 240 
per annum per building or land belonging to the Crown 
and hence the Municipal Committee cannot fully utilize 
the resources to the fullest extent. 

As already stated in above para. 5, Terminal Tax or 
Octroi is not imposed by this Municipal Committee due 
to apprehensions of diversion of trade. Incidence of 
taxation is already high and hence Haisiyat or Pilgrim 
tax is not imposed. I have to suggest that these taxes 
may be imposed by the State Government and that the 
recovery distributed to the various Municipal 
Committees. 

DRAINAGE TAX. 

There is general practice in this Municipal Committee 
to recover drain contributions wherever drains are con¬ 
structed in a locality and hence the necessity of impos¬ 
ing this tax is not felt. Voluntary contributions are 
always better desirable than direct taxation. 

7. Assessment lists of various taxes are prepared in 
the month of January for each ward separately of 
persons liable to taxes by the Assessing Officers appoint¬ 
ed by the President, Municipal Committee from amongst 
the officers of the Municipal Committee and the lists so 
prepared remain in force for three years. If at any 
time before the expiry of the period for which the 
assessment list is in force a variation is to be brought 
Into effect in the amount of rate of any tax already 
imposed, the list is amended accordingly and the list 
so amended remains in force for the remaining portion 
of such period. A sub-committee consisting of 3 to 5 
members is appointed by the Committee to consider the 
appeal applications and decide the same on merits as 
per rules made for the purpose. The collections of 
various taxes are made by the Bill Collectors and their 
work is supervised by the Tax Superintendent. The total 
expenditure on collection of taxes is 5-3 per cent, out of 
the total revenue of Rs. 11,16,652 and total recovery 1 b 
849 per cent, out of Rs. 10,11,960. For preparing Assess¬ 
ment lists no extra expenditure is incurred. Arrears 
of six years from the date on which such sum bee am* 
due are recoverable. For the recovery of the taxes, 
bills and notices of demand are Issued on non-payment 
of the same. Warrants for attachment of moveables 
are Issued for recovery of the same through Municipal 
Agency and in case the same are not recoverable through 
the Municipal Agency, applications to the Magistrates 
are sent for recovery by the distress and sale of t&ir, 
moveable property belonging to such person within tfce' 
limits of his jurisdiction in case of tax under SebtKffi 
66 (1) (o) and for attachment and (ale of moveable In 
other cases. 

8. Generally tax evasion and tax avoidance are found 
in Octroi and Terminal Tax. As none of these taxes are 
Imposed by this Committee, we do not know the technic 
adopted for avoiding or evading these. 

This Committee has imposed Service Taxes which 
are based on Annual Rental Valuation and at times 
efforts are made by giving wrong valuations and ter 
correct rents. In such cases the Tax Superintendent 
and Municipal Engineer and other officiate are asked to 
verify on spot correctness of statements and hence, there 
is not much evasion or avoidance in this Committee. 

9. The system of Local Taxation in India is generally 
not satisfactory. The major defect is that there are 
various duties imposed on the Municipal Committees 
without relative sources of income. As for example the 
Municipal Committees are required to spend a lot on 
Primary Education whether voluntary or compulsory 
but there is no relative source of income or taxation. 
The meagre inelastic Government grant does 
Expenditure in 1952-53 on Education was Rs. 1,79 
while Government grant was Rs. 38,819. Another major 
defect is that there are many items of taxation, the 
Income from which should belong to the Municipal 
Committee but the same is appropriated solely by the 
Government, viz., Entertainment Tax, Sales Tax, Motor 
Vehicles Licence Fee, etc. The third major defect is 
that the Municipal Committee’s power has been restrict¬ 
ed by the Government and Government while sanction¬ 
ing imposition and assessment rules expect favourable 
treatment, i.e., taxes on Central and State Government 
properties, etc. 

10. Statement is enclosed as desired. 

A. General Information. 

Rs. 


1. Population.90,163 

2. Total Income from all eouroea .... 11,19,861 

3. Total Income from Rate* and Taxee . . 7,20,036 

4. Per capita inoidanoe of total Inoome ... 10,9,10 

6. Per capita incidence of ineome from taxes . 7,16,9 
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STATEMENT ‘B’ 


Details of Inoome. 


For the year For the year For the year For the year For the year 
1948-49. 1949-50. 1950-51. 1961-52. 1962-53. 


Remarks. 


1. Tax Rxvsnue. 
General Property tax — 



Rs. 

Rs. 

Rs. 

Rs. 

«*• 

Tax on Houses and Lands 

1,45,992 

1,83,300 

1,96,408 

2,02,073 

447,757 

Service Taxee — 






■ Water Tax (Consolidated) 

80,773 

94,291 

94,449 

1,16495 

146(32^ 

Lighting Rate .... 


47,703 

65,013 

55,926 

91468 

Conservancy (>.e. Scavenging Tax) . 

1,05,139 

1,21,350 

1,31,701 

147,743 

141*749 

Tolls. 

27,078 

23,650 

28458 

87441 

88,187 

Taxes on Animals and Vehicles 

4,947 

6,376 

6,498 

5,716 

6|M3 

OtAer Tame ( Balt Baja Tax )— 






. (If any to be specified separately) • . 

14,999 

9,340 

6,676 

15,775 

18,436 

Weekly and Daily Market Cess and 

23,246 

25,522 

30,630 

28,991 

30,344 

Market dues. 






Total . 

4,08,174 

5,10,482 

5,47,732 

6,99,463 

740,028 

11. Non-Tax Rxvinux. 






Grant*from Government — 






For Eduoation Purposes . . 

29,937 

33,164 

34,634 

38,634 

88413 

For Medioal and Public Health 

900 

300 

300 

300 

■500 

Purposes. 






For Other Purposes 

16,471 

16,890 

13,329 

17,108 

19.406 1 

Total 

47,308 

50,364 

48,263 

55,942 

68,725 

Fees and Fines (Fines under Act) 

1,960 

2,545 

1,722 

2,487 

4,661 

Miscellaneous ..... 

2,32,629 

3,09,499 

8,69,887 

2,79,688 

3,88,237 

Total Revenue of the Year 

6,84,961 

8,72,830 

8,67,654 

9,37,470 

11,16,651 . 



Details of Expenditure. 

For the year 
1948-49. 

- | 

For the year For the year For the year For the Vt&r 
1949-60. 1950-61. 1961-52. 1952-6J. 

__ 



Rs. 

Rs. 

Rs. 


Re. 

Administration 


77,231 

76,142 

79,750 

76,4*7 

86,024 ' 

Service — 







Water Supply 

• 

61,154 

57,959 

54,314 

62,545 

86,402 

Drainage .... 

• 

21,962 

27,504 

53,845 

25,294 

36,660 

Conservancy 

• 

1,01,205 

1,51,021 

1,21,868 

1,29,217 

1,45418 

Lighting .... 

- 

15,707 

17,805 

17,849 

19,019 

22,684 

Medioal and Public Health 

• 

16,370 

21,999 

25,164 

25,201 

26,812 

Roads and Buildings 

• 

50,936 

62,862 

57,799 

60,268 \ 

. 87475 

Miscellaneous .... 


3,77,J26 

4,65,600 

4,07,460 

4,16,250 

\ 5,10,585 

Total expenditure for the year 

. 

7,22,091 

8,80,892 

8,18,049 

844,256 

10,11,960 


Remarks. 


year 1988-39 
1944-45 oonld not 
given as the reoord 
not available. 
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MEMORANDUM B. 

1. This Municipal Committee has not imposed an 
Advertisement Tax and so no comments are necessary. 

2. General Property Tax and " Service ” Taxes (200 — 
to 207): — 

House tax has been imposed by the Municipal Com¬ 
mittee, Akola under Section 66 (1) (a) of the Central 
Provinces and Berar Municipalities Act, 1922 (II of 1922). 
The rules of imposition have been sanctioned under 
Notification No. 4537-1838-M-Xin, dated 17th July 1937 
as subsequently amended by the Notification No. Nil, 
dated 1st April 1946, and those for the assessment and 
collection of the said tax are sanctioned under Notifica¬ 
tion No. 3589-955-M-XIII, dated 10th June 1937. This 
tax is based on the Annual Rental Valuation of the build¬ 
ing or land. The tax is imposed at the rate of 9 per 
cent, on the annual rental valuation. Annual rental 
valuation is calculated at 5 per cent, of the total capital 
cost of the building or land. 

Rate of levy of this tax is 9 per cent, on the annual 
rental valuation of the building or land. Exemptions 
are granted to the buildings or lands, the annual rental 
value of which is Rs. 6 and below. So also Religious and 
Charitable buildings are exempted which yield no 
income. As such houses which belong to poor people 
they are exempted. Besides the time and energy requir¬ 
ed for assessing and collecting this tax from poor people 
would be inconsumerate with the result achieved. Only 
those religious buildings are exempted which yield no 
income, this is done with a view to respect public feeling 
because these buildings are constructed out of public 
donation, and hence it is thought undesirable to tax 
such buildings. 

The rate of this tax was changed from 7 per cent, 
to 9 per cent, with effect from 1st October 1946. The 
rate was increased as the Government had directed to 
Increase the rate of incidence of taxation to Rs. 6 per 
head of population. Besides the Municipal Committee 
was in need of finances to meet the expenditure. The 
Income increased proportionately. 

The assessment of this tax is made in accordance 
with the rules referred to above, by the Assessing Officers 


.appointed by the President, Municipal Committee from 
wn°hest the Officers of the Municipal Committee and 
the lists so prepared remain in force for three years. 
If at any time before the expiry of the period for which 
the assessment list is in force a variation ia to be 
brought into the collections of various taxes are made 
by the Bill Collectors and their work is supervised by 
the Tax Superintendent. Warrants for attachment and 
sale of immovable property are sent to the Tahstldars 
n the defaulters reside outside the Municipal limits. 

resu ^ I s that these warrants lie in the Office of 
Tahsildar not only for days and months but for years 
together as stated in the reply to Question No. 225 and 
so as suggested by me the Municipality should be equip¬ 
ped with full powers or the time limit of less than three 
months be fixed for recovery by the Tahsildars con¬ 
cerned. 

3 to 8.—This Municipal Committee has not imposed 
any of the taxes referred in these items and hence needs 
no comments. 

9 and 10— Tacres on Vehicles, Animals and Boats.— 

As stated in the reply to Question No. 219 (a) the 
grant-in-aid for Motor Vehicle Tax should be on a 
percentage basis of the recovery or the Local Bodies 
should be given the power of imposing this tax and as 
stated in the reply to Question No. 219 (b). The Toll 
Tax is a suitable form of Local Taxation as this is the 
only tax which the Local Body is empowered to impose 
for roads. 

11. As stated in the reply to Question No. 220, this 
Municipal Committee has imposed tax on Bales and 
Bojas and that the Profession Tax should be a local tax 
only and the maximum imposed by the Government be 
removed. The income from the Bales and Bojas Tax 
to this Municipal Committee during the year 1952-53 
was Rs. 28,435. 

12. Theatre Tax .—This Municipal Committee has not 
imposed the Theatre Tax and hence needs no comments. 

13. Please see reply to Question No. 222. 

14. Please see reply to Question No. 226. 



MADHYA PRADESH 

Replies of the Jabalpur Corporation to the Questionnaire and Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


PART VI.—LOCAL TAXATION. 

Question 185.—The system of Local taxation in 
India is not satisfactory and the defects are not confined 
to matters of relative detail only: — 

(a) The major defects are the limited sources of 

taxes which a local body is called upto tap 
in comparison to the local condition prevail¬ 
ing, the paying capacity of the people, the 
incidence of taxes and legally whether the 
burden of the tax proposed to be imposed 
should fall on those who hardly receive any 
benefit- of the service. 

(b) The system operating in the whole of India 

varies. There is no fixed system or scienti¬ 
fic basis of leving the taxes. In a state 
itself, various Municipal Committees have 
different kinds of taxes. For example Nagpur 
Corporation as a Municipal Committee had 
imposed conservancy tax, water, rate, ter¬ 
minal tax and Property tax ; whereas Jabal¬ 
pur Corporation had imposed conservancy 
tax, water rate and octroi tax only. The 
main obstacle in the proper working of the 
tax system is its lack of equal distribution 
of the incidence of taxes according to the 
income of individual and the capacity to pay. 
The rent restriction Act has compelled the 
house owners to shift the entire burden of 
the tax on the tenants, irrespective of the 
fact whether the tax is for service rendered 
to the occupant or is a general tax. The 
Terminal tax, e.g., is tax in transit which also 
falls on persons outside the local area in 
which it is recovered. Octroi duty is a tax 
levied on goods imported in the Town and 
this falls on the consumers ; as a result of 
which it hampers trade and commercial deve¬ 
lopment of the town. 

To remedy this, it is suggested that the system of 
taxation should be such that it should not unduly affect 
the paying capacity of the people. They should receive 
the largest amount of benefit and the incidence of taxa¬ 
tion and the burden should fall on proper persons. To 
illustrate this it may be pointed out that within the 
structure of taxation system there are such taxes as 
service taxes and these are recovered from localities 
where there is no proper system of sanitation or any 
municipal service rendered. The tax is recovered at 
the same rate as in other- localities where service is 
comparatively better,, viz., proper drainage, latrines, 
lighting arrangement, etc. It is the legal aspect of this 
question in the system of taxation that is quite neces¬ 
sary to be recast in order that the defects as pointed 
out above is removed. 

Question 186.—The frame work of tax system is 
defective partly due to Constitution. The terminal tax 
is on the Union List and without the consent of the 
Central Government it cannot be levied by any local 
body in a State. This should not be. The Local Body 
should have a free hand to either adopt the terminal 
tax or the octroi tax according to the paying capacity 
of the people and the local conditions prevailing in the 
Town. Further such duties such as excise duty on 
liquor tobacco, and lubricants, petrol, etc., are recovered 
by Union Government. The lubricants such as oil and 
petrol are consumed by the people for local transport. 
The roads are maintained by the local body, but no 
part or either any share of this duty is allocated to 
local body nor is it permissible for a local body to im¬ 
pose the duty in this respect. Even the wheel tax on 
all motor vehicles in this State is recovered by way of 
registration of vehicles and a stipulated amount fixed 
in 1937 is being paid to the Local Body inspite of rise 
in number of vehicles and improved means of transport. 
Similarly electric duty is recovered by the State. The 
maintenance of street lights is the function of the local 
body as a result of which private consumers both 
domestic and non-domestic make use of the electric 
energy, but no part of the duty recovered by the State 
is paid to the Local Body. This Corporation incurs 

an annual expenditure of Rs.- on street lighting 

and no income is derived on this account. It may be 
argued that the State has empowered this Corporation 
under section 120(2) (g) of the Corporation Act in this 
State to impose any other which the Provincial Legisla¬ 


tion has power to impose in the Province under the 
Constitution. But when the State has actually imposed 
these taxes and duties as a State levy it would not be 
legal and just for the Local Body to impose similar tax 
0 )- duty. The provision in the Local Body Act has, 
therefore, no valid force. 

• 

We would recommend such items as excise on 
tobacco, liquor, lubricants, petrols and even the death 
duties as items of local taxation. They are included In 
the Union List and are not new. 

If terminal tax is desired to be transferred to the 
State List as per recommendation of the Local Finance 
Enquiry Committee it is necessary to have the rates 
imposed on the articles such that the burden falls on 
the consumer residing in the local area in which it is 
levied. In order to do this it is quite necessary to 
prepare the list as per conditions of the local market 
and consumption of the goods in the local area then 
to adopt one steriotyped list for all local areas. Be¬ 
sides. it may be pointed out that as there are defects 
in the octroi tax so also there are defects in this tax 
in as much as the income from this tax is very low as 
compared to the octroi tax, e.g., in Nagpur the income 
from terminal tax was 15 lakhs and after levying of 
octroi tax it has increased to 40 lakhs. Further the 
best course would be to ask the Railway, Port Trust 
and Air Transport Co. to recover this tax and pay the 
same after deduction of working expenses to the local 
body. This will not only save administrative difficulty 
of collection but also evasion and harassment. 

Question 187.—In judging the suitability of a parti? 
cular tax for purpose of taxation in local area it w 
necesary to know the capacity of the people to pay, 
the nature of service rendered, the amount of benefit 
given to the public, the nature of trade and economic 
and fiscal position of the local area and the expenditure 
necessary to run the administration of the local area 
in respect of the facilities offered and service rendered 

The economic and commercial importance of the local 
area and its political status in the State are the Charac¬ 
teristics which would be taken into consideration for 
the assessment of a suitablity of a particular tax. 

B.—Municipalities—Tax on property such as conser¬ 
vancy tax, water rate, property tax known as House 
tax, vechicle tax and lighting tax, market fees and 
other fees such as licencing of trade, etc. 

II—RURAL—(Q Local Boards : 

Land tax, vehicle tax, market dues and toll tax, 
etc. 


(D) Village Panchayats: 

Land cess and market dues. 

Note. —The' above are the main heads of taxation 
which should ordinarily be imposed by the various type 
of local units. The kind of Local Body that shall be 
established in a particular area will depend on the 
population, its paying capacity and trade and Commer¬ 
cial importance of the local area. 

Question 188.—The frame work is defective in the 
individual state as it fails to ensure proper devolution, 
i.e., transfer of tax powers from State List to local 

bodies. 

Question 189.—Yes., e.g. It would be suitable far 
Corporations to levy such tax as the entertainment tax 
duties on electric consumption, sales tax and profes¬ 
sional tax. These taxes are levied by the State when 
actually they are local taxes as they fall on local wealth 
and on local citizens. Besides this also do not impede 
the general trade. This tax will fall on the net profit 
of the business. There does not appear to be any valid 
reasons for the State claiming the revenue of these 
taxes except the unanswerable logic of ‘force majeure’. 

In case of municipalities the tax on entertainments 
and professional tax should be correctly the share of 
the local area, but in this State the entire tax is re¬ 
covered as a surcharge on the income of the above 
trade or profession. 
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In case of District local bodies and village Pan- 
chayats, it is necessary that revenue derived from the 
land should go to a considerable extent to the improve¬ 
ment of road transport and providing education medical 
facilities by the Local Bodies. 

Question 190.—Yes. There is failure to prevent the 
devaluation of unsuitable taxes, e.g., the tax such as 
the terminal tax and octroi. The former is unsuitable 
for the local area because it imposes burden on other 
than local people, and the latter because it is corrupt 
and hampers trade and development. So also the levy 
of Property tax in addition to the tax levied for services 
rendered is unsuitable as the tax should be payable by 
the owner of the property of the land, but legislation 
like the Rent Control Order enables this tax to be 
transferred on to those who do not derive the benefit 
of increased value of their property by improvement 
and advancement of the town. Now in case of the land 
cess which continues to be the mainstay of local finance 
of the rural local bodies there has been no change in 
the method of its assessment. In Madras, Bombay and 
Punjab, House Tax has also been introduced in Village 
Panchayats. The devaluation should envisage levying 
of direct taxes as far as possible in order to confirm 
with the cannons of taxation. 

Some local bodies levy profession tax which is con¬ 
sidered as a license duty such as that levied in Calcutta, 
and tax on persons according to the circumstances and 
property which akin to Harsyal tax in C.P. These are 
local income taxes and should be levied by local bodies 
in rural areas. In other words proper devolution means 
that local bodies should be so empowered that it can 
levy any tax which would fall on the form of wealth 
which is essentially local like land and buildings. 

Question 191.—Yes. There is a failure to make de¬ 
volution sufficiently prompt and flexible. We may not 
call it dilatory, but before such devolution takes place, 
it becomes necessary for the State to consider the effect 
of the devolution on the source of income of the State, 
and the political opinion. To give an example, although 
there is power for the Corporation to levy the enter¬ 
tainment tax but the Government is not prepared to 
consider the question of grant in lieu thereof. The 
difficulty is more administrative than legal. To quote 
another instance the Property tax levied in this Cor¬ 
poration is kept in abeyance and not collected because 
there is agitation against it and not because any appro¬ 
val is wanting. 

Question 192.—Yes. There is failure to make devolu¬ 
tion sufficiently diversified in relation to the capacity 
of particular body to exercise particular power:-— 

(i) e.g., the octroi tax which is suitable for Nagpur 

is not so suitable for Jabalpur as it has 
practically hampered trade and development 
of the town. With the development of 
Nagpur as an Industrial town, octroi has 
become suitable and there is not hue and cry 
about it. Similarly house tax would not be 
suitable for other smaller towns of the Pro¬ 
vince. 

(ii) The tax power not suitable for one local body 

may be suitable for others. What is most 
suitable for Janpads of Jabalpur District may 
not be suitable for Janpads other districts 
like Sagar and Damoh. The tax-power en¬ 
tirely depends on the degree of development 
of the local area. This point of view is 
generally lost sight of and because the legis¬ 
lation provides for the levy of the tax, it has 
to be levied for fear of supersession surcharge 
or other considerations which may be politi¬ 
cal. 

Question 193.—(a) The legislation lays down taxes 
which are to be levied compulsorily and those which 
are discretionary. In cases where the legislation has 
laid down compulsion the question of decision whether 
to levy or not to levy does not arise. 

(i) in cases of discretionary taxes it is the local 

body who can decide whether tax can be 
levied or not. 

(ii) The legislation gives the power to decide the 

rate of the tax which in cases of service tax 
should not be less than the cost of the service. 

tiii) Power to assess the tax is with the local body 
which can be transferred to a committee, or 
an officer appointed for the purpose. 

(iv) The power to collect the tax vests with the 

local body. 

(v) Once a tax is sanctioned at a particular rate 

by Government local body has neither the 


power to reduce it nor increase it without 
sufficient reasons and any variation in it 
would require the sanction of the State 
Government. Similarly in case of assess¬ 
ment, the system cannot be changed unless 
changes are made in the rules of assessment. 
Also once the tax is imposed, the local body 
has no power to stop collection of the same, 
remit the same for any other realms except 
on public grounds, which would also require 
the sanction of the State Government. 

This itself shows that the devolution is not complete 
hot is restricted by Acts and rules and legislation. 

(b) (i) Yes use is made of the condition of mini¬ 
mum as above which there is an exemption. 

(ii) In case of Crown building there is “ stipulated 
rate of property tax ” which cannot be levied beyond 
the maximum of Rs. 240 so also in case of conservancy 
tax there is a stipulated maximum beyond which in¬ 
creased value do not permit proportionate increase in 
tax. 

(iii) The assessor under the municipalities Act is 
appointed subject to the approval of the States Govern¬ 
ment and he can only be dismissed with the approval 
of the same. There is no such provision under the 
Corporation Act because he is subordinate to the Chief 
Executive Officer. This independence is not complete 
and chiefly the view held in foreign countries that this 
authority should be independent of the local authority 
deserves encouragement. 

(iv) There are no conditions that particular stan¬ 
dard of collection shall be maintained, but a local body 
wnich should run its administration must have revenue 
and hence the collection should be of high order. 
Although there is no provision in the Act, the statutory 
audit alone can bring to the notice of Government 
failure of municipalities to maintain a required standard. 

(c) (i) Power to tax Railway and Central Government 
Property are withhold specially with respect to pro¬ 
perty tax and octroi duty, if the goods vest in Govern¬ 
ment. No property tax and so also service dues are 
payable under the existing legislation by the Railways 
and on property of the Union Government. This is not 
just. It may be stated that with the development of 
the town, the property of the Railway and Union 
Government and its occupants derive benefit and hence 
adequate share is quite necessary from these institu¬ 
tions. 

Exemption of Religious and Charitable institutions 
from taxes is not permitted without the sanction of the 
Government. The local bodies should in such cases 
have the discretion to exempt such institutions or give 
them grant-in-aid without any outside control. The 
Corporation under section 194(1) of the Jabalpur Cor¬ 
poration Act can exempt a tax only for a year if the 
person is too poor to pay. There is no such exemption 
under the Municipality Act. 

(ii) The power to levy tax on Railway and the Union 
Government’s properties may be given to the Local Body 
with the approval of the State Government who will fix 
particular dale according to which various taxes can be 
levied, e.g., the manner in which such properties are to 
be assessed and the minimum and maximum rate of 
assessment of the properties. The service tax should be 
levied irrespective of any restrictions imposed at present 
under the Railway Act or the Constitution of India The 
Defence Department should also pay octroi and terminal 
tax towards the goods consumed by military personnel. 
The local military area should be authorized to help 
the local body in collecting the proper date for the 
assessment and collection which at present for reasons 
of defence are not available. 

(iii) The conditions attached to such powers should 
be iess restricted and the local body should have ample 
scope to increase its revenue from all sources on pro¬ 
perties both moveable and immoveable so that the in¬ 
cidence of taxation is wide spread and the burden of 
taxation less 

Question 194.—There are concurrent and overlapping 
powers of the State and Local Body in case of tax 
sys.em under the Corporation Act. Under section 
120,2) (g) the Corporation Act provides levy of all other 
taxes which the State Government is authorized to levy. 
But if the State Government has already levied the 
entertainment tax and the professional tax which are 
the most likely sources of revenue, the local body is 
completely handicapped and cannot also levy these 
taxes. 

Similarly the local bodies under the Act are allowed 
to impose tajj op motor vehicles which since 1937 has 
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been stopped by the Government. This tax is amal¬ 
gamated with the Registration fees on motor vehicles 
and the local bodies is paid a fixed amount as grant. 
The result is that inspite of the increase in the number 
of vehicles since 1937, the grant remains the same. 

Similarly, the sales tax is a tax on commodities sold 
within a local area. This tax however cannot be levied 
by the locil body inspite of the provision in the Cor¬ 
poration Act for the same reasons as assigned for the 
entertainment tax. 

The enlightened public also do not easily permit any 
increase in the existing tax much less apparently 
double taxation. 

Question 195.—Yes. (a) The terminal tax and the 
sale tax are both of Union Government and State 
Government respectively. Both these taxes are a local 
tax imposed on sale and consumption of local commo¬ 
dities. The absence of provision of refund in case of 
terminal tax makes it a transit duty and the burden 
of tax falls on non-residents. This tax may be re¬ 
tained by the Central Government but it should be 
collected by the Railway provided that the scale of 
rates and the classification of goods should not cause 
them serious incovenience or upset their calculations. 
As long as this tax is collected by the tax local bodies, 
it has its disadvantages, viz., the receipt of the go to 
the local treasury while its incidence is widely diffused 
and the determination of its rates and its administra¬ 
tion by the local authority impose the integrity of the 
tax system, hamper trade and disturb the general 
public. 

The sales tax is levied by the State Government and 
on the local sale and consumption of the goods. 
Similarly the local body like this Corporation levies the 
octroi duty which is also on consumption, sale or use 
of goods. This is a matter of double taxation on the 
same commodity hence the price is naturally higher 
than in any octroi free area. This definitely hampers 
trade nibs the idea of having any new industry in the 
local area. The best course, in this instance would be 
that the octroi should be abolished and the sales tax 
should be levied and developed in all Provinces subject 
to Central regulations and their receipts distributed 
among the local authorities. The reasons are that sales 
tax has found favour with the State Government and 
is also levied by many countries in Europe and America 
and secondly because if the receipt of this tax are dis¬ 
tributed amongst local bodies it will not only improve 
their revenue but facilitate their tax system. 

(b) It will be seen that local bodies imposing octroi 
has to maintain a considerable staff. The abuses of the 
octroi tax are well known and the harassment which 
the public experience due to malpractice of the lower 
staff cannot be avoided. The abolition of this tax and 
introduction of the sales tax does away with the dupli¬ 
cation of staff and administration. The traders will not 
be required to maintain a detail account of octroi and 
sales tax separately to fix prices as is done at present. 
There will be facility of payment and avoidance of 
harassment by dual administration. 

It may be pointed out that of late Corporations like 
Bombay and Calcutta levy a consolidate rate which 
does away with much of accounts and staff necessary 
for the purpose and also the harassment to the public. 
Thus as suggested above the terminal tax and the 
octroi could very well be replaced by the Sales Tax. 

Question 196.—Apart from the defects of the Consti¬ 
tution, legal and other arrangements for devolution in 
individual states as well as lack of coordination between 
the different tax structures, there is another defect which 
is the need of simplification of the tax system. This 
important reference is conspicious by its absence. 
Although the tax resources are not adequate yet it 
would materially benefit the local body and the public 
if simplification of tax system is undertaken including 
the assessment collection refund, etc. It is necessary 
to emphasise that economy of a fund easi y collected 
and definitely familiar or understood taxes as con¬ 
trasted with large number of taxation. The preference 
would be given to direct taxes like these on land and 
buildings or property in general. The octroi and ter¬ 
minal tax should be abolished and the personal and 
intangible property which are not taxed in India at 
present should form a part of the source of revenue. 
Tax on trades and profession could also supplement 
the income. Even the general property tax or the con¬ 
solidated rate should include the tax for services ren¬ 
dered, on the basis of percentage on Gross Annual 
Letting Value enabling the local body to increase or 
decrease the service tax according to the expenditure 
incurred on the same. This will also not create con¬ 
fusion in the minds of. the people and the diversity of 


taxation which has an adverse psychological effect oft 
the mind of the public may be laid at rest. 

Question 197.—The main source of revenue should 
be pure tax source of revenue. In several municipali¬ 
ties it is practically 75 per cent, of the income, the other 
income will be fees from licenses and market dues, 
grants, etc. This will depend on the condition of local 
area its importance in trade and industrial sphere: — 

(i) The' Corporation should have its main sources 
of revenue (a) non-tax which would include 
license fees, market dues, fees from slaughter 
of animals, cattle registration fees, income 
irom services rendered other than service 
tax and sale of stores, etc. (b) grant-in-aid 
should be 50 per cent, of the expenditure on 
Compulsory Education. 50 per cent, and Rat 
Campaign and Malaria Squad grant on 
account of Health Officer’s pay and on 
Public Health activities. 

(ii> In the Madhya Pradesh this is more or less the 
same. In Janpads which are equivalent to 
District Councils, etc. (i) the non-tax revenue 
will oe mostly from the farming of market 
and toll dues as well as fees from fairs and 
cess from schools, etc. 

Question 193.—Yes. The local bodies do not make 
full use of the tax resources available to them. But 
it cannot be said that they should utilise all the re¬ 
sources before claiming any grant-in-aid. Because it 
often happens that for reasons political or economical 
if all sources of tax are imposed the burden of taxation 
would be more than the actual benefit received and it 
is possible that the tax would fall proportionately heavy 
on those who get the least benefit. Further it may not 
be possible to develop ail the sources because it might 
come in conflict with State tax and may assume the 
shape of doub.e taxation. To quote an instance, this 
Corporation if desirous to levy the lighting tax cannot 
do so because the State Government recovers lighting 
duty on the consumption of electric energy both domes¬ 
tic and otnerwise. If done it would be a kind of 
double taxation. Similarly, the sources provided for 
the Corporation which are limited have been aug¬ 
mented Dy the State Government by including a clause 
in the Act that the Corporation can levy also a tax 
which the Provincial Legislation is entitled to levy. 
But the tax like the entertainment tax, the Sales tax, 
etc., which could be levied by the local body cannot 
now be levied because the State Government has stolen 
a march over the local body in this respect. 

Under the above circumstances, it may not be 
possible to use the powers fully both for political 
reasons and economical as stated above. 

Question 199.—(i) We would not prefer transfer of 
additional powers of taxation than what exist at pre¬ 
sent. 

(ii) The State Government should assign to the local 
bodies a portion of the taxes which are collected by it 
and whicn are by tneir nature local in character as 
they are burdens on the local people, e.g., the Sales 
tax, the Entertainment tax, the Electric duty and tax 
on intoxicants. In such an event the local body will 
be absolved from the responsibility of assessment and 
collection and maintenance of staff for this purpose. 
The manner in which this proportion should be given 
to a particular body are matters of relative details and 
can be worked out by various departments that collect 
the tax. 

(iii) It however does not mean that because portions 
of tax collected by the State is given away to the local 
body, no grant-in-aid should be paid. In foreign coun- 
tries contributions from the higher to the subordinate 
public authorities have become an outstanding and 
perhaps the most significant feature of public finance. 
As Sydney Webb has called grant-in-aid a characteristi¬ 
cally English device which in his opinion, is the pivot 
on which the administrative machinery really works. 
Even in U.S.A. such subvention is given and is known 
as a federal and state conditioned aid. Grant-in-aid are 
the most effective method of finding and maintaining 
the working means between the extremes of centrali¬ 
sation and decentralisation which is the urgent need 
of the time. 

Question 200.—It is a sound principle of taxation 
to have a simple and understandable system of taxa 
tion than the multiple system of taxation as at present 
on non-agncultural land and buildings levied by the 
union, State and Local Bodies. In order to have the 
more simple and rational system it is necessary to have 
single basis of assessment of the tax. The Union levies 
on the annual value, the State on the revenue yield 
and the local body pn the rental. It is suggested that 
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the assessment of the land cess should be completely 
separated from that of the land revenue and placed on 
capital value basis. This change will get rid of the 
contradiction and confusion of the existing system, 
provides a basis which will be simple, intelligible, and 
easy to administer and make for order and symmetry 
In the working of the system. 

As stated above in cases of these taxes the capital 
value of the property is the proper and best basis of 
assessment. Besides, it will not be difficult because 
land revenue departments have the necessary data in 
the form of the cadastral record and land maps and 
there will not be any difficulty in case of rural area. 

Question 201.—So far various local bodies adopted 
either the capital value basis or the rental value basis 
The latter is more simple administratively than the 
former. But capital value basis is more scientific and 
Is based on the value of real property which is an essen¬ 
tial factor in the valuation system. We do not agree 
to the recommendation of Finance Enquiry Committee 
that there should be no change, because rent basis was 
well tried and because capital value is uncertain. We 
have to metamorphose our idea of the old system of 
valuation of property when the valuation in the local 
body was done by a Committee members appointed for 
the purpose or an officer who had no technical know¬ 
ledge in the matter. With the progress of our country 
and the dawn of independence, we have also taken up 
the task of changing the cities. Various types of build¬ 
ings are being constructed in modern fashion and also 
because various kinds of institutions have sprung up, 
it is necessary to make the system more scientific. 
Wilton Booth in his book “ Valuation for rating ” sug¬ 
gests that all valuation are done under (1) the compara¬ 
tive method or rent; (2) the structural method or cost, 
(3) the accountancy or profits. That is the legislation 
in order to be fair and the taxation to be just should 
adopt three systems of valuation of property. These 
are (1) capital value (2) rental value and (3) profit 
basis. This is in vogue in foreign countries like 
England and America and has been found to give the 
correct data for assessment of tax. 

Question 202.—While agreeing in general with the 
recommendation of the Finance Enquiry Committee 
that Government should levy the urban moveable pro¬ 
perty tax in case the local body fails to levy inspite 
of statutory ob igation, it may be pointed out that in a 
case like the Corporations of Madhya Pradesh, the pro¬ 
perty tax is a compulsory tax. If the local body fails 
to levy it there are other remedies provided in the 
Local Fund Audit Act. Hence it will be seen that when 
local body is representative, the Government should 
not, In a case like the above, levy the tax and take the 
responsibility on itself unless the local body is for 
grave irregularities of administration and finance under 
the control of the Government. 

The other comment is that as far as possible this 
source should not be tapped by Government but should 
be left to the local body as this is a tax which is a 
direct tax and effects closely the urban population of 
a local area. In very exceptional circumstances the 
State might consider to levy this tax and in the event 
it does levy, there should be a limit of minimum and 
maximum taxation, with exemption to be granted to 
municipal, religious, and charitable institutions. The 
rate of levy should be a gradation system thus giving 
the benefit of the incidence of taxation as far as possi¬ 
ble. The assessment should be on the basis of capital 
value, rental value and profit basis of value according 
to the nature of the property, its use and the circum¬ 
stances in which it stands. The Collection of the tax 
may be like the Professional or Income tax method of 
collection which will save all administrative difficulties. 

Question 203.—The general property tax is levied 
with the assumption that the property in general is 
sufficiently homogeneous in its characteristics to be 
taxed at the same rates and valued uniformally and 
that such taxation is equitable. While considering this 
principle we take land and building as property and 
exclude such things as securities, jewellery, etc. 

Yes, we would recommend the exemption of rental 
at certain level. If we are to adopt the principle of 
ability to pay and relative economic status then as 
Buehler says “ the minimum of subsistance should be 
exempted if the existence of the individual is considered 
essential ”. The minimum subsistance will depend on 
the minimum wages theory of the State and at least 
the rental value of Rs. 60 p.m. would be fair limits con¬ 
sidering the living index today, in this town. 

As previously stated the valuation of property of 
owner occupied, charitable and educational trust would 
be assessed on the capital value basis, because to fix 
the value on the rental system would not be fair as 


these properties as such may fetch higher rent if other¬ 
wise let out, but in the present conditions we can 
arrive at fair basis only on the capital cost system. 
This is a general principle but if we are to take owner 
as occupiers who occupy for residential purpose or who 
occupy for business purpose, then the treatment is 
likely to be different. Similarly, from economic point 
of view the charitable and educational trust can be 
valued as shown above. ReHgious instifutions and 
private service institutions which discharge functions 
of public importance deserve exemption because certain 
education and charity would have to be dispensed at 
an increased cost by the local body if the private insti¬ 
tution closed. Cooperative housing sources which make 
profit or do business cannot be exempted and they will 
fall in the category or owner occupied premises, and as 
such should be taxed on the capital value. 

If the general tax comprises of the service tax also, 
then remission would be given to the property provided 
it remains vacant for 90 days in a half year and 1/2 
the tax for that half year would be remitted. If the 
general property tax is not a consolidated rate inclu¬ 
sive of the service taxes, no remission is called for 
because in that event the tax is not for service rendered 
but for the general benefit received which the owner 
would continue to receive inspite of the fact that the 
house is vacant. 

In cases of new buildings no exemption of any kind 
can be given. There are other concession which the 
State may give to encourage house building, but ex¬ 
emption of tax cannot in any way encourage this pro¬ 
cess as the owner knows that after sometime this will 
have to be paid. 

Question 204.—Property tax should be progressive. 
Property tax at flat rate would place heavier burdens 
upon the smaller property holders than on the larger 
and also upon the poorer property owners as compared 
with the more wealthy. 

The progression of tax should start from exemption 
of certain limits as fixed accordingly to living index 
and economic situation and then proceed gradually 
leaving little margin between 2 groups till the limit 
of the middle class people is reached after this the pro¬ 
gressive gap may be wider till we come to a stage of 
the maximum to be fixed if desired. In some cases 
maximum may not be retained and the tax after certain 
rental will be continued to be levied at the same rate, 
or percentage. 

Question 205.—Janapadas, Municipal Committees 
and Corporations should be empowered to levy property 
tax. The Janapada shall have power to levy property 
tax after previous approval of the State Government. 
After this the proposal will be forwarded for State 
Government’s sanction. In case of Municipal Com¬ 
mittees, the Municipal Committee shall have power to 
impose the property tax as per model byelaws framed 
by Government in that behalf, but allowing it fix its 
own rates. The Corporation shall levy the property 
tax with the approval of the State Government but 
should have power to increase of decrease the tax as 
and when necessary according to the requirement of 
the Corporation and for which the Government should 
give this body a free hand. 

Question 206.—It goes without saying that the assess¬ 
ment of the tax should be in the hand of an independ¬ 
ent body or assessor, who should be well trained. Any¬ 
body or person under the control of a local body would 
be inadequate. Mr. Boog of Madras during the Taxa¬ 
tion Enquiry Committee expressed that “ I have found 
that independence of officers responsible for assessment 
from any control on the part of the electorate is abso¬ 
lutely essential ”. The agency of assessment shall be 
appointed by Government and under the control of 
Government only then can the desired purpose be served. 

The procedure for 'assessment should be that all 
relevant datas of the property should be collected and 
as per rules in force and as stated in other answers the 
correct method of assessment according to the nature 
of property should be done. After the list is prepared, 
the owners of the property should be served with 
notices giving the details of assessment. The objections 
to an assessment shall be decided by an officer appoint¬ 
ed by Government for this purpose in the first instance 
and then the 2nd appeal will lie with no less a judge 
than a Civil Judge whose decision shall be final. The 
collection of the tax shall be done by the municipal 
agency and it would be proper to provide in the collec¬ 
tion facility for payment of the tax 1/2 yearly within 
a stipulated time, but failure to pay after the stipulated 
time will lead to a penalty which should be deterrent 
enough. This latter method will not only improve the 
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eoUection but will also do away with the botheration 
generally experienced with regard the serving of notice 
and issue of distress warrants. The ultimate goal of 
recovery shall be by distress of moveable- and immove-. 
able property in case of Corporations. 

In case of municipal committees the assessment shall 
be do by a person appointed by the Committee who 
shall be a protected servant of the local body and re¬ 
moveable only by Government. The collection shall be 
done by the stall of the Municipal Committee and the 
rebate clause should be provided in order to ensure 
speedy and high standard of collection. In case of 
Janapadas (District Councils) the collection should be 
done by village Patwaris as assessment will also be done 
by the Government staff. Here the tax can be collected 
as part of the land revenue which will ensure better 
collection and this will also reduce the cost of adminis¬ 
tration for small local bodies. 

Question 207.—At present most of the municipal 
committees and corporations in this State levy service 
tax as separate from the property tax. The service tax 
are recoverable on the threat of cutting of the service, 
aid the rate of the tax is according to a gradation list 
made with rental value in a slab system. It may be 
pointed out that the service tax like the conservancy 
tax is also levied in two parts (1) as private latrine tax 
and (ii) as general conservancy tax. As these taxes are 
to be self-supporting it has been found necessary to shift 
the burden of general tax on to the house owners having 
latrine and thus a consolidated rate known as private 
latrine tax inclusive of both heads of expenditure is 
made out. 

The water tax is either levied on the size of the 
pipe or in cases of those where no pipes exist 5 pies to 
a rupee of rental value is levied. At Nagpur the rate 
is imposed otherwise having two different gradation 
schedules of houses with pipe and without pipe. Light¬ 
ing tax is not much in vogue and probably the Govern¬ 
ment would not permit a levy of this tax as the State 
recovers electric duty on consumption of electricity. 
The basis of assessment in case of the property tax and 
the service tax is practically the same, but in case of 
property tax the Corporation Act provides for deduc¬ 
tions in the rental for furniture repairs, etc. It is desir¬ 
able to have a consolidated rate as at Bombay to include 
all service taxes, and levy the tax on the percentage 
basis empowering the Corporation or the local body to 
increase or decrease the tax in accordance with the 
increased cost of service. It may be noted that por- 
tionately the service tax can be more in a smaller local 
body than the bigger because of the type and method 
of service rendered. There may be hardly any local 
bodies in the State which might be having this service 
tax self-supporting. The reasons are that the expendi¬ 
ture after the war has increased nearly 100 per cent., 
but it was not possible for the Municipal committees 
to increase this tax accordingly. The consolidated rate 
by levy of property tax alone can save this problem. 

The service tax as well as the House tax (Property 
tax) is paid by the State Government on State properties. 
But there is one limitation and that is the maximum 
on a building should not exceed Rs. 240 per annum. 

Railways properties constructed prior to 1937 have 
been taxed to service taxes, but no property tax is paid 
by the Railways. The legislation (Rahway Act) should 
however be suitably amended in respect of the levy of 
service tax irrespective of the date of construction of 
the property and the Railways should also be made 
liable to bear the property tax like the State Govern¬ 
ment. At least residential buildings should not be free 
of property tax as the occupants derive all the general 
benefit which other individuals derive. This should also 
apply to all properties of the Central Government. 

Question 208.—(This information may be available 
from Janapadas.) 

Question 209,—The Terminal tax and the octroi tax 
are indirect taxes and are to be found all over India in 
force in one or other form. These taxes are essentially 
aike in spite of differences in their method of assess¬ 
ment and collections. 

(i) The revenue derived from terminal tax is less 
than that derived from octroi tax. The rate 
of terminal tax is lower than that of octroi, 
and it is not refundable. It is a tax on 
transit and hence falls on persons other than 
those who reside in the local limits. The 
octroi is levied on weight and ad valorem 
and is refundable in full in case of tempo¬ 
rary detention, but in case of sale and export 
after import, 3/4 refund is admissible. The 
revenue derived in case of octroi in this Cor¬ 
poration is 17 lakhs and the cost of collection 


is Rs. 1,16,000. A big staff has to be main¬ 
tained for this purpose and inspite of this it 
is feared that there is much evasion, probably 
due to the fact that the towns adjoining the 
city have no octroi and are connected by Rail 
and road. 

(ii) Generally the tax is paid by the importer in 

this case, i.e., the local merchants and the 
payment is made at the Nakas at the time 
of import. In case of the value being up-> 
determined the Central Octroi Office is the 
place of settlement. The invoice of the gocxls 
showing the cost plus the cost of importis 
the basis of assessment. When no such in¬ 
voice or evidence is available, or the goods 
are not covered by the octroi schedule, the 
tax is recovered at the rate shown in the 
“ nirakhnama ” (a table of local rates). Also 
the octroi is recovered from the importer of 
known repute at their residence by a Round 
Moharrir, as per assessment done by the 
Central Office. The Corporation also main¬ 
tains a register of merchants who deal in 
large quantity of goods and are given con¬ 
cession to pay the octroi on monthly basis. 
This concession is extended after entering 
into an agreement with the mesrfhants. 

(iii) Octroi income increases with the increase of 

trade and, therefore, it does hamper trade to 
a great extent. Octroi effects only those who 
reside within the limits of the local body and 
the incidence of the tax is wide spread. The 
incidence of this tax in this corporation is 
5 1 per capita. Consumers of the goods are 
ultimately affected by the tax as invariably 
the merchants pass on this tax to the con¬ 
sumer and hence it may be said that it is a 
tax which can be shifted. Thus the octroi 
causes burdens on trade and commerce and 
hence impedes the economic development of 
the town (2) the cost of collection is heavy 
(3) the system of assessment and levy of the 
tax lends itself to practice which are vexa¬ 
tions, corrupt, and demoralising. It may not 
be out of place to mention here that the 
greater percentage of leakage is in cases of 
goods said to be imported for transitory de¬ 
tention. The staff who are low paid and 
who are required to certify the export of 
goods are capable of undue influence and 
corrupt practice. The only remedy is a 
Bonded warehouse which may mitigate this 
drawback to some extent. From the point 
of view of the electorate, the terminal tax is 
preferable to octroi because of its lesser 
incidence of taxation. The income from this 
tax at Nagpur was in the vicinity of 15 lakhs 
just before the Corporation switched on to 
octroi which jumped approximately to 40 
lakhs (the figures are approximate). 

(i) The terminal tax yields a lesser revenue but 
as there is no refund the tax does not in¬ 
volve much cost of collection and does away 
with the cumbersome aspect of refund. 
There are also less chances of evasion as 
goods in transit will have to pay the tax. 

(Ii) The Terminal tax is tax on transits of goods 
and as such the tax is paid by persons out¬ 
side the limit of the local body. There is 
no difficulty regarding the amount being 
not paid or falling in arrears and the col¬ 
lection is also done at the nakas. It would 
not be out of place to suggest here that 
of this tax could be collected through the 
Railway much advantage can ensure. The 
only thing necessary is that the schedule 
of tax and the rate should not hamper the 
Railway authorities. If the rates ar-* high 
and the schedule is divided into many 
classes and includes differential rates, the 
collection of the tax will throw an amount 
of work on the railways which would dislo¬ 
cate their own work and necessitate re¬ 
adjustment which they ought not to be 
called upon and may not be able to make, 
(iii) The terminal tax does not hamper trade as 
the incidence is spread all over the country 
and the consumer is less effected on account 
of the low rate of the tax. The Octroi and 
terminal tax may appear at first to be 
more or less similar, but the merit and 
demerit of these taxes as shown above will 
show that they are mutually exclusive 
systems and no useful purpose can be 
served by combining both. If it is desir¬ 
ed to levy these taxes, either of them cau 
be selected after taking into consideration 
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the economic and commercial aspect of the The practice of exempting Government goods should 

local area and how it will effect the growth now be abandoned and these goods also should bear the 
of the town. necessary incidence of taxation. 


The terminal tax is on Union list and as such it The collection, as done at the nakas and the 

would be desirable to make the necessary constitutional Central Octroi Post is quite in order and is not required 

change in order that the local body may have a free to be changed. Certain facilities, however, should be 

hand to switch on to this tax if the octroi is found to given to merchants having a large trade in the town 

be harmful and not suitable to the local area wherein with all due safeguard to see that the stiff do not in 

it is levied and vice versa. It goes without saying that any way make capital out of it. The practice of 

■terminal tax has one advantage, viz., it is suited to a refund of the tax at present prevailing in this Corpora- 

town which is just growing up. Due to its low rate tion is that goods, when once imported and then ex- 

and diffused incidence of taxation it encourages the ported, the importer is entitled to a refund 3/4th of 

trade and commerce and hence the growth of the town. the duty paid. In case of goods imported with the 

Nagpur as a Municipality levied terminal tax, and as a intention of temporary detention full refund is permis- 

Corporation it has now imposed octroi. This may not sible. It is however suggested that once the goods 

now hamper the growth of the town, as the industries enter the town the staff has to work for verification, 

that are there have come to stay and large vested inter- collection, etc., and naturally, therefore, even if the 

est cannot shift their well established concerns for a little goods are exported after temporary detention some part 

rise in cost of production. Besides, they have also an of the octroi be retained. It would, therefore, be pro¬ 
advantage of 3/4 refund of octroi on raw materials used per that at least l/4th of the octroi be retained and the 

in the manufacture process, when the manufactured rest be refunded in the cases to avoid all complications, 

goods are exported. Therefore, it will be seen that the We are of the opinion that if this practice is followed 

octroi and terminal tax both are essential if they are and which, we feel, is sound in principle because 

not to be replaced by any other equivalent mode of tax. ' the goods once imported within the town is meant for 

either consumption, use or sale much of the evasion. 
Question, 210.—On consideration of the merit and will be avoided. Even if it is exported it amounts to 

demerit of both, the terminal tax and the octroi tax, virtually a sale within the town although the goods 

and the fact that we have advanced fax in respect of may not be consumed by the local population but the 

Local Self-Governments since 4882 these two taxes work that the staff has to do in this respect has to be 

deserve to be abolished and should be replaced by a compensated and, therefore, refund should be given as 

simple uniform tax known as the sales tax. Either mentioned above, 

this tax should be handed over to the Local body, or 

if the Government finds that this would unnecessarily If the goods are allowed to be kept in a bonded ware- 

effect their source of income, the tax may be recovered house then the rates of levy should be very nominal in 

by Government but a surcharge should be levied by the sense that it should not exceed the expenditure that 

local bodies on the sales tax. This has an advantage would be necessary to maintain the bonded warehouse 

viz., that the cost of collection would be low and the with the staff. Otherwise the purpose for which the 

double system of taxation by the State and the local bonded warehouse is kept, would be frustrated, as 

body that exist today could be done away with. The higher rates would be only hampering the trade in the 

incidence of taxation would be regularised and all would sense that the commodity would bear higher price than 

bear the burden. when it was imported. No exemption of charging of 

rate is recommended in this case because some cost is 
Question 211—If it is desired to retain the terminal incurred to manage the bonded warehouse, 
tax and the octroi tax, then it is necessary to make 

certain changes (1) the rules as they exist today are Question 213.—The basis of assessment of octroi - 

not representative of the actual state of affairs in the should be both ad valorem and also by weight. But 

local area. Either they are too high, or include items these things should be classified in a more appropriate 

which require encouragement for increase of trade and manner and according to the nature of the articles to 

industry and are taxed heavily. A stereotyped schedule quote an anomaly, recently Government fixed a maxi- 

approved by Government should not be adopted, and mum rate of -/2/- per maund on mild steel and its 

the rates should be fixed by a local body or Govern- manufacture. The Government intention may be quite 

ment agency taking all the relevant data into considera- good but the loss sustained by the Corporation by this 

tion (2) the octroi is imposed on food, grain and other change approximate to Rs. 50,000 per annum. It will 

necessaries of life and hence the incidence of this tax be evident, therefore, that although these goods are not 

may be assumed to rest on the consumers,'as as such the necessaries of life, in a growing town it is likely 

large portion of the income of the poor is spent upon that the use of these goods may exceed and conse- 

articles subject to octroi and they contribute towards quently the local body would have been a gainer, 

the levy of largest proportion of income. Hence we hope that the existing rates of charging by 

ad valorem and on weight should be reconsidered in the 
(3) The system of refund which at present prevails, light of present circumstances and bring all conceivable 

is not only combursome but is also a source of harass- articles on the schedule to avoid loss, 

ment to the public. This has also been the cause of . , . , , , 

evasion of octroi duty because in a large town it be- The octroi levied at ad valorem rate is generally 

, comes difficult for huge stocks to be verified at exist higher than that levied by weight. The idea of levy by 

' outpost and, therefore, the merchants may leave some weight is that there are certain articles which should 

goods in the town and take only a part of it and get not be taxed heavily because they are meant for con- 

a full certificate from the low paid official of the octroi sumption and use of the poor and the middle class, 

post, to enable them to claim refund. The best course _ . , . , , , 

would be to have a bonded warehouse which will solve So far as the staff is honest and public understand 

most of the difficulties. the implications of levy of the tax there should be 

no delay or difficulty regarding the procedure of levy, 
Terminal tax as stated above has certain advantage etc. Certain delays are likely to occur because it is 

over the octroi and is preferable but if this tax could but natural that to avoid audit objections certain rules 

be collected through the agencies of the Railway have to be followed and certificates and declarations 

Department there would be less evasion, less harassment obtained. Hence whatever unavoidable delay or diui- 

to the public, and assured income. The only thing culties are experienced by public cannot be avoided, 

necessary would be to have the schedule of the tax in 

conformity with the rates prevailing in the Railway Question 214.—Yes. Nationalisation of motor trans- 

and the rates and working should be so adjusted that port would make a simpler and more effective system 

there may be least difficulty in deciding upon the rates of payment of terminal tax on goods transported by 

of goods that are imported and exported. In no case road. As stated previously, there would be an agree- 

should this recovery be a burden on the Railways which ment between the Transport Co. and the local body to 

are not meant, so to say, for collection of the dues for collect the tax by the Transport Co. at a rate to be 
the local bodies. fixed in consonance with the local bodies. But if it 

is desired to have the collecting body other than the 

_ ,. „„„ , „ , . Transport Co., then it would not only cause delay to 

Question 212.—The rates of levy of this tax at pre- the transport but also cause harassment and delay to 
sent are based on a schedule prepared several years ago. the public. 

This schedule is generally based on a model schedule 

approved by the State Government. The method to be adopted with regard to the termi- 

. nal tax to be recovered on goods coming by Railways 

After the World War II and the dawn of independ- has already been stated by us in the above question- 

ence this rate requires to be reconsidered in the light naire and need not be dilated here. The same method 

of the present economic conditions as well as living i s recommended for adoption, 

index. Necessaries of life such as foodgrain, medicines, 

educational goods and goods which foster cottage in- The taxes on goods and passengers carried by road 

dustry should be either taxed at a very low level or or inland waterways having fallen within the State 
should be exempted. taxation limit can be very well made use of by Cor- 



porations for which there is a provision in the Corpora¬ 
tion Act and as such any income deriving from this 
source should be handed over to the local body. It 
would be difficult to levy tax on goods and passengers 
carried by road by a particular body because goods and 
passengers may only be in transit and there would be 
difficulties of collection and also there would be delay 
and harassment to the public. The best course would be 
that this ta» should be collected by the State and a 
proportionate share according to the population basis 
should be paid to the local bodies. 

Question 217.—The pilgrim tax is very old tax and 
considering the present circumstances and the economic 
condition of the people it is desirable that the less 
importance is given to this tax the better. It would, 
however, be better to have a suitable form of taxation 
on the floating population in bigger cities. This will 
also avoid unnecessary congestion in big cities and also 
people migrating for casual labour would have to find 
place in areas purely populated and thus minimise 
growth of slum areas. 

Question 218.—The Toll tax is a direct impost upon 
persons. It may also be known as a road tax when 
the proceeds are employed for road building. This tax 
is generally levied in rural local bodies. This Toll tax 
only hits a part of the population. This tax is directed 
at classes escaping Property or Income tax. It is desir¬ 
able that this tax should be levied by rural local bodies. 
The Toll tax is an extemporary impost on adult females 
only but in many of the States of America adult females 
are also taxed and it is confined to above a minimum 
age, usually 18 or 21. This tax is not levied in America 
or War Wounded paupers and mentally and physically 
disabled persons. It is desirable to introduce this tax 
in the form in which it exists in America. The pro¬ 
ceeds of this tax can be devoted to the construction of 
roads and running of Schools in rural areas. This tax 
should be a graded tax according to the social rank 
and income of the individual and it would be justifiable 
to levy this tax, as the taxing capacity is shifted on also 
those persons who do not come within purview of In¬ 
come Tax of the Union Government. This tax has also 
got another feature, viz., it might limit the size of 
families. 

Question 219 (a).—The motor vehicles taxation in 
this State is peculiar in its nature in as much as prior 
to 1937 local bodies used to collect tax on motor vehicles 
according to its horse power. Subsequently the Govern¬ 
ment amalgamated this local tax into the motor vehicles 
registration fees and alloted a grant in lieu thereof to 
the local bodies on the basis of the income of last 
3 years before 1937. This is a considerable loss to the 
local bodies as the number of vehicles has increased 
after the War and the grant-in-aid remains the same 
in this State. Most of the roads of the town are main¬ 
tained by the Local bodies except few roads which are 
maintained by P. W. Department. Therefore, it is desir¬ 
able that considerable expenditure on this account has 
to be done by local bodies. As this tax is paid by those 
who are in a position to maintain motor vehicles for 
personal use or as transport and we feel that if the 
Corporation is authorised to levy this tax there would 
be sufficient rise in income under this head. 

The Corporation, however, levied tax on vehicles 
other than motor vehicles. It also levies fees on regis¬ 
tration of animals. Ferries fees are levied by rural 
areas where it is -in use. This should be a local tax 
and should not be encroached upon by the State. 

219 (b).—The Toll tax was once important in most 
countries but now they exist, if at all, as survives of 
the past and have not so much practical importance. 
However, Madras appears to be a State in which receipt 
from this tax is an important revenue. The income 
derived from this tax during 1952-53 was Rs. 6,000. 
This would not be sufficient to meet the maintenance 
of Roads. It would, therefore not be proper to levy toll 
tax in bigger municipalities and Corporations because 
it assumes the nature of licence fees on carriages and 
carts. The principle of levy of this tax is not fair from 
criticism and, therefore, this tax may at the most be 
levied in rural areas only. The toll tax was appro¬ 
priate and good when the means of transport were 
indigenous. But now since the motor transport has 
become popular it deserves to be abolished. 

Question 220.—The recommendations of the Finance 
Enquiry Committee to increase limit of Rs. 250 for 
profession tax to Rs. 1,000 are sound in the general 
earning capacity has increased and also the income of 
trades and professions. 

This is a very old tax and this tax is dependent on 
the circumstances and the property and may amount 
to a kind -of Income for all practical purposes. *As 


this tax includes trades and calling, naturally there 
should be no objection to raising the limit of Profession 
tax from Rs. 250 to Rs. 1,000. This tax should be levied 
by the Local Bodies and and should be an additional 
source of revenue to the same. Only municipalities 
and Corporations should be permitted to levy this tax 
Income below Rs. 100 p.m. should be exempted but it 
should be made compulsory for all. It is desirable to 
modify this system of levy and bring it on line with 
the principles of Income tax, i.e., assessment of higher 
income by imposing this tax should be the criteria. The 
Income tax exempts persons at a certain stage. It may, 
therefore, be difficult to have a co-relation to some 
extent with the Income tax assessment but this portion 
of the income which is exempted by Income tax, should 
be assessed by the Local Bodies. If the method of 
assessment of the tax is modified on the line stated 
above, administratively there would be no difficulty for 
the local bodies to assess the tax and the incidence of 
the tax would be proper. At present in this state pro¬ 
fessions tax is recovered by the State as a surcharge 
on income tax and thus for there is corelations. But 
the collection is done by the District Offices. 

Question 221.—There should be no objection to levy 
Theatre tax by local bodies for purpose of each cinema 
show in addition to the entertainment duty levied by 
the State Government because the State Government do 
not give any part of the Entertainment tax to the local 
bodies. If, however, it is possible that the local bodies 
get a proportionate grant in lieu of the Entertainment 
tax recovered by the State Government then this 
theatre tax should be redundant. The Entertainment tax 
or the Theatre tax is primarily a local and the inci¬ 
dence of this tax falls on the local population. There¬ 
fore, there should be no objection to the local bodies 
levying this tax in addition to the Entertainment tax 
levied by the Government. It is, however, not desir¬ 
able to convert this as a general tax, as certain local 
areas where this particular tax is levied, are just deve¬ 
loping and such amusement halls, etc., are desirable in 
the town and should not be overburdened with tax both 
by the local bodies and the State Government if they 
are to remain. At Nagpur and Jabalpur in this State 
however, there does not appear to be any such Theatre 
tax, what is given, is a licence for running of the 
entertainment and amounts to a fee not exceeding 
Ri;. 50 per annum, which is the fee for regulation of 
that trade. The Entertainment tax in this State is 
recovered by the State Government and it is desirable 
that the State Government should give a share of the 
same to the Corporation or the municipal committees 
where such Entertainment tax exists, in proportion to 
the population. 

Question 222.—It is desirable that Betterment tax 
should be levied by Corporation as well as Municipal 
committees in an area which has been developed by 
the local bodies concerned at a considerable cost. Due 
to that development the houses or lands derive import¬ 
ance as well as increase in value. General cost 
of betterment is very heavy and merely assessing that 
property to the general Property tax would not be con¬ 
sidered as a proper incident of taxation. Some are of 
the opinion that this Betterment tax should be general 
wherever town improvement exists. This would not be 
proper. The incidence of the taxation should fall on 
those who materially benefit by the improvement. 

Here what is known as Betterment charges are also 
known in foreign countries as special assessment, 
specially in America. This revenue is derived for 
financing the construction of public improvements in¬ 
cluding primarily the paving of streets, laying side 
walls, constructing sewers. Laying water mains, build¬ 
ing tunnels for sub-ways and sprinkling and lighting 
streets. A special assessment may be defined as a 
compulsory charge on selected property for a particular 
improvement which presumably benefit the owners of 
the selected property and which is also undertaken in 
the interest of the public. 

Special assessments are generally imposed on owners 
of land only on account of the idea of permanency of 
land and because the land alone may experience the 
benefit of the increased value due to improvement. It 
can, however, be imposed on building. 

American Government has used this method of in¬ 
creasing revenue for mainly 3 purposes:—(1) to finance 
improvement of streets and sewers (2) for financing 
service like street sprinkling and lighting and (3) has 
been recovered from house owner who refuse to remove 
such nuisance as show, garbage refuse and other un¬ 
desirable objects in order to defray the cost of abating 
the nuisance. 

It may, however, be .borne in mind that the tax im¬ 
posed under this head does not exceeds the expenditure 



involved for the betterment and improvement of the 
property. 

In India on account of the limited source of revenue 
and low income, the local bodies generally go up to 
State Government for a loan for this purpose and the 
improvement work is only done when such loan is given 
For this extra improvement or benefit, there is no 
burden on the general public and the loan instalment is 
paid from the current revenue thus affecting other 
services. It would, therefore, be a sound proposal to 
have the special kind of assessment in India and speci¬ 
ally in large towns having Corporations and big muni¬ 
cipalities. 

Question 223.—While answering the questionnaire 
passing comments are made on the tax on trade and 
profession and consumption taxes, but this tax is not 
resorted to universally by Local Bodies in India. This 
tax justifies the principle that it falls on the people of 
the locality. As compared to the commodity tax, this 
tax has advantage, viz., that it has graduation of the 
tax burden in accordance with the ability of the tax 
payer. Besides, it affects the commodities which are in 
the nature of luxuries or are such whose consumption 
is open to objection on moral or hygiene ground. 
Further this tax will not be injurious to the local indus¬ 
tries in as much as this tax can be manoeuvred to fall 
on the net profit of the business. 

As a result of the above suggestion the next ques¬ 
tion that arises is whether the license or fees which is 
recovered by our municipalities from certain trades does 
not merge into a kind of tax. There are various views 
regarding the meaning of the term fees, license and 
tax. It has, however, been contended by prominent 
economists that licence may be a fee or a tax. That 
a licence charge is a payment for a privilege to engage 
in a specific activity and that this activity is illegal 
unless the payment is made. To quote an instance, 
licence would be necessary for operating a bar, a 
restaurant, a drug store, a club, a barber-shop or any 
other alike comercial concern. Regulating licences are 
necessary in order to prevent abuse of trade apprehend 
offenders and protect morals, lives and property. 

Thus far it is a licence, but the moment the licence fee 
exceeds the expenditure involved in the regulation of 
the trade, it is held by competent authorities that it 
converts itself into a licence tax. To quote a simple 
case is the fees levied on rickshaws playing for hire. 
The income derived from the regulation of this trade is 
Rs. 17,050 and the expenditure is Rs. 4,332. It will 
thus be seen that this rickshaw licence fees has as¬ 
sumed the shape of a tax. A licence charge differs in 
several resnects from a tax. It must be paid if a 
prescribed activity is to be legal, but a tax is not so 
reauired. 

Licensees may derive special benefits due to regula¬ 
tions imposed, but tax payer may draw no particular 
benefit for the service. 

Question 224.—Since the Independence there has 
been sort of tug of war between various political parties 
to gain power and as such it has been found that pro¬ 
posal of imposition of a new tax or increase in old 
becomes a valid ground for propaganda against the 
party in power and as long as this position exists it is 
very doubtful whether the municipalities will ever 
taken upon themselves the burden of tapping all the 
sources of revenue. Besides, the existing legislation 
provide two kinds of Taxes, viz., those which are com¬ 
pulsory and those which are discretionary. Inspite of 
the legislation if the compulsory tax cannot be levied 
due to the protest of the populace in which political 
parties play their own major role, it would be impos¬ 
sible that any municipal committee will ever tap all 
the resources. Thus it will be seen that tax although 
provided for in the Act will remain a dead letter, un¬ 
less Government takes upon itself to levy the same. 

The remedy lies in (1) simplification of tax structure 
(2) abolition of indigenous taxes and (3) encouragement 
of municipal enterprises, i.e., income or profits from 
the trading enterprises conducted by the municipalities 
which would be the best substitution for taxation. 

Question 225.—-It has been found that assessment of 
properties is done by Assessor in a Corporation, by a 
Committee in a municipal committee and by revenue 
authorities in a rural area. They have their defects and 
these have been pointed out by us elsewhere. But in 
general it may be stated that the assessment authority 
should be quite independent of the local body and it 
should be done in a more Scientific way than hitherto 
A proper qualified person is essential who will be ap¬ 
pointed by the State Government and shall be under 
the State Government for all practical purposes. 


The collection of the tax may be done by the local 
body in case of Corporations and municipalities and 
revenue authority in case of rural areas. But as the 
collection standard should improve it is desirable to 
entice public by a rebate system and in case of failure 
to pay after due date an imposition of penalty. This 
will ensure better collection and I feel that if this is 
introduced, there may not be a necessity of main¬ 
taining a big staff for collection, as people would have 
to come down to office for payment if not paid to the 
tax collectors. Of course this does not mean that one 
shall have to do away with tax collectors altogether, but 
it may be possible that people of better localities, and 
people who could afford to pay in time, would either 
pay personally or through their agent in office and this 
will minimise the work of the tax collectors, who can 
be made useful for collection in backward localities. 

So far the municipal committees have not tried this 
method but are sure that this will go a great way in 
improving the administration both in efficiency and 
economy. 

Question 228.—It goes without saying that develop¬ 
ment is more necessary in the rural areas and where the 
resources of the local bodies like the district boards, 
the Janapadas, etc., are very limited. It is necessary 
to spend on activities effecting health, education, better 
transport service roads and places of amusement. 

The present resources and the receipt of the land 
cess are not adequate and, therefore, development pro¬ 
grammes of the country which is at present directed 
more towards the rural areas, can well be taken in 
hand by manual labour being contributed by the local 
area. This will be in part payment of the existing tax, 
as the average earning of a labour is not sufficient 
enough to enable him to contribute free labour. This 
labour can be used for those improvements which will 
make villages sanitary, clean and fit for men to live ip. 

As Prof. Gyanchand in his book on Local Finance in 
India says that “ If Village Panchayats can be estab¬ 
lished in large numbers and become the real basis of 
our system of local Self-Government and instrument of 
rural reconstruction, it will be possible for them to 
utilize the labour of the people in the villages for satis* 
tying their own common wants. Which are common 
but not remote on that account and can be shown to 
have direct relation to the well being of the individual 
himself ”. 

In rural areas labour Is free during non-agriculture 
season and their labour can well be utilized. This 
labour could oe made available by the cooperative 
efforts of the villagers themselves. Payment of wages 
by way of exemption of 1/2 the tax levied on all adult 
capable labour would be a further incentive to work 
and they would go a great way in rural construction. 
This will also go to a great extent to solve in some 
measure the enormous problem of unemployment facing 
our country today. 

When our country has embarked on the Five Year 
Plan and States are taking steps to implement the 
same, the available labour can well be used for such 
work as construction of water works, sewers, slum 
clearance, extensive house building and reclamation of 
land for development and layout. This work can be 
taken up by the municipalities and Corporations with 
advantage and if proper facilities are provided, the idle 
labour available in village can be had cheap if the acts 
are amended to provide for manual labour contribution 
in lieu of tax payable by all migrated inhabitants. 

State Government should exploit this revenue of 
labour and much impetus can be given to the Fiv» 
Year Plan and the question of unemployment will also 
be served to a great extent. 


SUPPLEMENT TO QUESTIONNAIRE. 

MEMORANDUM A. 

General Note on the Finance (including the taxation 
aspect) of the Local Body. 

(1) Before World War II .—The present Local Body 
which is a Corporation, was a Municipality before 1939 
and was governed by the C. P. Municipalities Act of 
1922. It consisted of elected and l/5th Nominated and 
l/5th Selected members. The elected members were 
from Wards into which the Municipal Area was divided. 
The President and Vice President were elected by the 
elected, nominated and selected Members. Later on the 
Municipal Act was amended so that the President was 
elected by general body of voters. 
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The President was the Bx-ofp.do Executive Head. 
The Chief Officer was the paid Secretary of the Muni¬ 
cipality. He was appointed by the Municipality with 
the approval of the State Government. 

There are three main heads of departments, viz., the 
Health Officer, the Municipal Engineer and the Secre¬ 
tary. They were the protected servants in the sense that 
their appointment, dismissal and variations in pay and 
emoluments i» subject to Government sanction. 

The main functions of the municipalities were to pro¬ 
vide conservancy services water supply, lighting, pri¬ 
mary education, maintenance of roads, parks and 
gardens, dispensaries, Isolation Hospitals and preven¬ 
tion of epidemics in the Town. 

The functions are divided under the Act in two cate¬ 
gories, viz., the ' obligatory function ’ and the ‘ discre¬ 
tionary functions ’. 

During the War upto 1945-46. —In general the posi¬ 
tion of the Municipal Committee remained the same, but 
due to some grave irregularities the Committee was 
superseded and the administration was entrusted to an 
Officer-in-Charge appointed by Government for the pur¬ 
pose. The Officer-in-Charge was to work under the gene¬ 
ral supervision and control of the District Magistrate (or 
‘^Deputy Commissioner). 

From 1946-47 to 1950 while the position stated above 
continued several amendments were made to the muni¬ 
cipalities Act, e.g., the President was given extensive 
powers in the matter of appointing small salaried staff 
say upto Rs. 40 p.m. as also regarding sanitation and build¬ 
ing laws, etc. Provision was also made for the transfer 
" of municipal employees from one Local Body to another 
within the State thus making the service more or less 
provincialized. For his purpose, the several municipali¬ 
ties were graded according to their income and popula¬ 
tion. Government also made provision in the Act to 
appoint an Official President if circumstances required. 
In 1950 the Nagpur and Jabalpur Municipalities were 
converted into Corporations. The Corporation Acts are 
the City of Jabalpur Corporation Act, 1948 and the City 
of Nagpur Corporation Act of 1948. These are based 
mostly on the Corporation Act of Bombay and Lahore. 
For sometime the Corporation was run by an Adminis¬ 
trator having full powers of the Corporation. In 1952 
elections were held. The Constitution of the Corpora¬ 
tion is as follows: — 

(a) There are 30 elected members from several 
Wards, two nominated by the Railways, one from Dis¬ 
trict Council (Janapada) Four elected from the Consti¬ 
tuencies of Chamber of Commerce, Trade Unions, Uni¬ 
versities and factories. In addition to these the above 
elected and appointed Councillors select six outsiders 
as Councillors. The Corporation thus consists of 43 
members. 

(b) The Mayor is elected by the Corporators every 
year. He presides at meetings and conducts the pro¬ 
ceedings. 

(c) A Standing Committee consisting of 10 members 
is appointed from the above by the Corporation and 
holds office for a year. This Committee has wide powers 
to incur expenditure upto Rs. 25,000 at a time, has power 
of framing the budget, and checking of accounts. 

(d) There are five Consultative Committees namely, 

(1) Public Works Committee, (2) Education Committee, 
(3) Water Works Committee, (4) Hospital Committee and 
(5) Public Health and Market Committee. 

(e) The Chief Executive Head is the “ Chief Execu¬ 
tive Officer ” akin to Commissioners at Bombay and 
other Corporations. He is an officer of the senior I.A.S. 
grade and is appointed by Government for a term of five 
years. 

(f) Under him are 3 Principal Officers such as the 
Secretary, Health Officer and the City Engineer and 
other Subordinate staff. 

( g ) The set up of the Corporation is more or less 
the same as it used to be during the Municipal Com¬ 
mittee period with the main change that now the func¬ 
tions of the Members are mostly advisory while the 
Chief Executive Officer is the person who executes all 
the functions. The Corporation lays down the policies 
and the Chief Executive Officer carries them out if they 
are in keeping with the Act. The Corporation has been 
given more powers of taxation and expenditure. The 
Corporation has been given powers to carry out func¬ 
tions which fall outside the scope of the Act by a Special 
amendment and these functions are as specified in the 
second schedule. These functions under the Munici¬ 
palities Act were carried out by the State. If fully im- 
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plemented, the City Government becomes an unit by 
itself in all respects, except the Police and Judiciary 
which is under the District Head. 

(2) Revenue and Capital Budget of the Local Body — 
Before World War II and during the war till 1945-46 the 
budgetery position of the municipality was not sound. 
On scrutiny of the budget it will be evident that it was 
always a deficit budget in the sense that the normal ex* 
penditure exceeded the normal revenue. With effect 
from 1st April 1945 the Jabalpur Municipality increased 
the rate of the conservancy tax and water rate to meet. 
the deficit in these taxes. 

At Nagpur it was found that the budget for the year 
1940 could not be balanced and at that time -tho-jyfum- 
cipality was under Government Officer-in-Charge. it- 
was therefore found necessary to increase the conser¬ 
vancy tax and impose the House tax, for the first time, 
at the rate of 6i per cent, on the gross annual letting 
value of lands and buildings. 

The Municipality had made changes in the conser¬ 
vancy tax rules with an idea to augment the income 
but very soon after it was superseded and put under a 
Government Officer-in-Charge who also found the 
budgetary position precarious and suggested to the 
Government to levy new taxes such as the Property tax 
and the Lighting tax. This proposal was made in 1947- 
48, but were not finally sanctioned by the Government. 
In 1950 when the Municipality of Jabalpur rose to the 
status of a Corporation, Property tax was imposed, 
which also for reasons of public agitation the Govern¬ 
ment has suspended by an order under section. 150(2) of 
the City of Jabalpur Corporation Act. 

It may be pointed out that during all these years the 
officers appointed by Government kept a tight hand on 
expenditure and incurred expenditure only which wax 
quite essential to run the day to day administration, 
with the result that a large unspent balance accumulat¬ 
ed. This balance with the normal revenue of the en¬ 
suing year made up he receipt side of the Budget. 

At Jabalpur, there has not been any changes in the 
income pattern or expenditure. The rate of the taxes 
have remained the same. But it is necessary to point 
out that more scientific and proper method of assess¬ 
ment of the service taxes has increased the income with¬ 
in last 4 years by 4 lakhs. The bottle neck passing of 
expenditure proposals have increased the free balance. 
This has been instrumental in framing a capital expendi¬ 
ture budget for the year 1953-54 by the elected body of 
the Jabalpur Corporation. There are no major deve¬ 
lopment programme. The main reason is paucity of 
funds. 

(3) Prior to the World War II the income from tax 
was in respect of octroi conservancy tax. water rate, 
vehicle tax and dog tax. Since 1945 with the change in 
assessment rules there has been a slight increase, but 
the increase is more marked since 1949 onwards. The 
Conservancy tax and water rate which was in the vici¬ 
nity of 4 lakhs has increased to 7J lakhs. Vehicle tax 
has also increased specially the tax on bicycles and hand 
thelas, etc. 

Since 1937 the Government had directed the Local 
Bodies to stop recovery of wheel tax on motor vehicles 
and in lieu thereof the Government paid a share of the 
registration fee on motor vehicles recovered by it under 
Motor Vehicle Act. This is a fixed amount based on 
the figures of income under this head in 1937. The 
Government gives grant-in-aid with respect to medical 
Rat Campaign, compulsory education and Malaria Cam¬ 
paign at 50 per cent, and a fixed amount on account of 
Voluntary Education. Recently, this Corporation has 
introduced compulsory education throughout the City 
and further increase in grant is expected from Govern¬ 
ment. Besides this Government also gives grant on 
registration and stamp duties, and also 4/5th share of 
the Nazul income. There is not much to chose regarding 
the receipt of this grant between the pre-war period and 
after except that grant on registration of documents is 
being paid since October 1948. The Corporation also 
gets grant with regard to Court fees, etc., of all muni¬ 
cipal cases tried by the Court. No Commercial trans¬ 
port of any kind is run by this Corporation. The Com¬ 
mercial Transport at present is in the hand of a semi- 
Government ..concern known as the C. P. Transport 
Service. 

(4) The principal tax levied, before the World War II 
were, the octroi, conservancy taic water rate, vehicle 
tax and dog tax. The position remaiasthe same even 
today except at Nagpur as pointed out bjr-us^Oiat there 
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has been the imposition of Property tax since 1941 and 
octroi tax since 1951 in place of terminal tax. The low 
level of income from taxes prior to 1949 was the faulty 
system of assessment carried out. The public accus¬ 
tomed to the crude method of assessment done by Muni¬ 
cipal members, find in the more scientific method a dis¬ 
satisfaction because of increase in the tax. If the correct 
method, as prevails in foreign countries, is adopted, we 
are sure, much increase in the existing source of income 
can result. The Government has sanctioned levy of 
Property tax but as stated above, it is at present kept in 
abeyance. If the tax comes into force, we might expect 
a rise in the income by 4 lakhs. If we are to move with 
the progressive world, for better living conditions, better 
manner of living, better education and other amenities 
there is no other alternative but to increase the revenue. 
The tax is the major source of such revenue, and unless 
State Government augments the same by giving share 
of State taxes which are in nature local, there is no go 
but to impose new taxes and increase the existing local 
taxes. 

(5) In this Corporation while as a municipality, 
efforts were made to increase the tax by changing the 
imposition and assessment rules in 1945 and the Govern¬ 
ment had sanctioned the same under notification No. 
1413-189-M-XIII, dated 27th March 1945. Subsequently 
in 1947-48 it was proposed to levy house tax and light¬ 
ing tax. These were suggested with a view to augment 
the income to meet the proposal of 116 lakhs for laying 
of sewers and improvement of water supply in the city. 
The Government however did not sanction the proposal. 


tion against the valuation of assessment and hence the 
public is made to pay the tax inspite of the tactics adopt¬ 
ed by it by making frivolous applications and appeals to 
gain time. There is no assistance from the State in this 
respect except that in case of the owner residing out 
of the local limit, the tax can be recovered through the 
District head by issue of a Warrant which is executed 
by the District Head of that area. The Police help is 
given in case wherein the execution of warrant is local 
and breach of peace is expected. Acceding to the 
figures of collection of the year 1952-53 the cost of 
assessment and collection of service tax is 7 per cent, 
and that of octroi is 6 per cent, of the total collections. 

(9) The other most important point of taxation is the 
method adopted for assessment. This varies according 
to rules from one Local Body to another. This is re¬ 
quired to be standardised on most scientific method. 

The schedule of indirect tax like the terminal tax 
and octroi should be prepared by the local area itself 
and should not be adopted as per model schedule pre¬ 
pared by the State Government. The broad line, may 
be adopted as per model but the details should exclu¬ 
sively be filled up by the Local Body. 

In the collection of the tax a standard should be 
laid down below which the collection should not fall.'** 
Of course this envisages complete and full powers of 
recovery to the extent of destrain both moveable and 
immoveable property of the defaulter. 


(6) In this Corporation the present water rate and 
conservancy tax require to be increased. The conser¬ 
vancy service is not self-supporting. The water service 
is deficient and a scheme to augment the present supply 
of water is under consideration. As pointed out above 
the other sources of income under the Act such as the 
Property tax, lighting tax, etc., still remain to be tackled. 
Political atmosphere, interested parties and the present 
poor level of earning capacity in this city are some of 
the reasons why the people do not agree to increased 
taxation. In case of the City of Jabalpur Corporation 
the State Government is desirous to impose the Property 
tax and it has been imposed, but for the reasons given 
above, collection is kept in abeyance. 

(7) There are two departments of tax administration 
one is the service tax system under the immediate head 
known as the Tax Superintendent with a body of Tax 
Collectors and Inspectors under him who do the collec¬ 
tion after the assessment is finalised. The other unit 
under Octroi Superintendent is the octroi tax collection 
with moharrirs, nakedars and inspectors. Both these 
are under the administrative control of the Chief Execu- 
tive Officer. There is no interference from any of the 
elected representatives in this respect. 

The assessment is done by an Assessment Officer who 
has a department of his own with assistants who do 
field work and prepare the list of assessment as per 
rules in force. Here assessment on all new construc¬ 
tions, and in case of addition and alteration to existing 
buildings is done concurrently with the general revision 
of each ward every five years. There are 30 wards and 
thus six wards are taken up every year for revision 
After the assessment notice is sent," the objection is 
heard by the Secretary or any officer appointed for the 
purpose. On this decision, there is an appeal before the 
Chief Executive Officer. The final appeal lies with the 
Civil Judge whose decision is final, the Corporation 
having the right to go up in revision before the High 
Court, in case the order is set aside. 

(8) It is a tendency of the public to evade payment 
of the taxes and generally the taxes are paid after 1st 
half year is over. There is a tendency to wait till the 
last quarter of the financial year. It is also a practice 
to submit frivolous applications on bills presented to 
gain time. The general tendency of the public is to pay 
the tax at the end of the financial year after avoiding 
payment by various means. This Corporation levies 
service taxes and as such the counter measure adopted 
is threat of cutting of water supply in case the party 
evades payment. Also issue of Notice of Demand with 
the addition of notice fees and threat of distress warrant 
has also been instrumental in enforcing payment As 
pointed out above the collection of taxes of this Corpora¬ 
tion has been good ranging from 95 to 98 per cent. 

The collection is done by Tax ^Collectors from house 
to house, who must at least collect 90 per cent, to en¬ 
title them to a Bonus, The arrears are not heavy in 
this Corporation as the collection have been above 95 
per cent. The collection rules provide that the tax 
shall not be withheld pending enquiry into any objec¬ 


In the answer to the questionnaire we have tried to 
touch all aspects of the Local taxation as it arose due 
to a particular question at issue and have dwelt on the 
aspect to a greater length than necessary, because it was 
proper to deal the subject in full as far as possible than 
to break the logical consequences and take up the same 
with other questions. (Information supplied in a sepa¬ 
rate form as desired). 


MEMORANDUM B. 

Parts I, n and III,—List of Local taxes. 

(1) Taxes on advertisement other than those appear¬ 
ing in newspapers .—In this state this tax is not levied 
by any Municipal Body nor is there a specific provision 
in this respect in the Act. Tax on advertisement and 
Hoarding is not new in foreign countries and the principle 
of taxing these is the same as any standing property. It 
should however be seen that if we levy tax or fees on 
profession or trade, it would not be proper to tax an 
advertisement or hoarding separately as that would be a 
kind of double tax, because the value of the advertise¬ 
ment will depend on the goodwill of the trade and its 
popularity and consequently its balance sheet. We would 
see no objection to levy tax on advertisement and hoard¬ 
ings if no trade or professional tax is levied by a local 
body and such tax in large business areas will be a 
source of additional revenue to the Local Body. 

(2) General Property tax and Service tax. —As 
provided in the Municipalities Act and also because 
of similar provision in the Corporation Act under 
section 120(1) (a), this is a tax payable by the owners of 
buildings or land situated within the City with refer¬ 
ence to the gross annual letting value of the building or 
land called property tax. This tax was imposed as 
House tax in Nagpur now Corporation in the year 1941, 
for the first time, when it was found by the official 
regime that budget could not be balanced. The tax is 
levied on the gross annual letting value at 61 per cent, 
and there is a limit of Rs. 24 P.A. above which the tax 
is exempted. The State Government has levied this 
tax in this Corporation also at the above rate, but it has 
been withheld from collection by an order under section 
150 (2) of the Corporation Act. The number of assesses 
is 38,774 and the total valuation is Rs. 62,04,732. The 
State Government properties are exempt from this tax 
under section 122 (b), but under 123 (1) the State 
Government shall pay an amount in lieu thereof. Thus 
the property of the State Government would bring in 
about Rs. 20,000 more. 

It is a tax which is said to be owners tax and it is 
held as such by the Nagpur High Court in Dixit Vs 
Nagpur Municipal Committee. This being a tax on th< 
property cannot be called a tenants tax and is not pay 
able by the tenants but as the practice now is, all taxe> 
of these nature are shifted on the tenant. 

Service taxes are levied as per section 120 (1) (b) (« 
and (d) corresponding to sections 66 (1) (;) (h) and (k 



of the Municipalities Act. These taxes are the conser¬ 
vancy tax and water rate. The conservancy tax is 
divided into two parts. One is the latrine tax and the 
other public latrine tax. The latter is levied to meet the 
expenditure for construction and maintenance of public 
latrines. The conservancy tax as a whole has always 
been in deficit and the expenditure has increased by not 
less than 40»to 50 per cent. more. The receipt from the 
conservancy tax of this Corporation is Rs. 3,65,823 
against the expenditure of Rs. 5,34,446. The receipt from 
water rate is Rs. 3,43,128 as against the expenditure of 
Rs. 3,17,694. The latter is self-supporting because the 
expenditure is less due to the gravitation non-filtered 
system of water supply. If a consolidated rate is levied 
much of the problem can be solved. The people would 
not feel the burden so much if the rate is levied on per¬ 
centage, basis as is done at Bombay. Any increase or 
decrease in this type of the tax would not be so difficult 
if the Local Body went by stages. The consolidated rate 
would not exceed 15 per cent, of the gross annual letting 
value as far as Jabalpur Corporation is concerned. 

(3) Local Fund Cess. —This is levied in rural area and 
has been the main stay of Local finance in the rural 
areas. There has not been any changes in the method 
of their imposition since they were levied. The basis 
of assessment is either annual value (the rent paid by 
the tenant to the landlord) or land revenue. In the East 
it is levied on the annual value and in the West on the 
land revenue. As it is assessed on the basis of land 
revenue, there is less inelasticity as once fixed it re¬ 
mains as such for a long period. Land cess are paid by 
landlords and these landlords recover a part of it from 
the tenants. In this Province l/3rd of the cess levied 
in excess of one anna in the rupee is recoverable from 
the tenants. The land cess is inelastic, which is due 
to the system of assessment and administration of land 
cess and partly due to the heavy incidence of taxation 
on the agricultural classes. The cost of collection can¬ 
not be much as it forms a surcharge on land revenue 
and because the assessment system is defective there 
cannot be any increase in the tax. It is not possible to 
say what has been the loss in the receipt due to remis¬ 
sion and abolition of malguzari as this tax does not form 
part of the tax structure of this Corporation. The 
Janapadas or Local District Officers may be in a posi¬ 
tion to supply the information. 

(4) Octroi and Terminal tax. —This is an indirect tax 
and any one local area can levy only one of it. Octroi 
is a cess on animals or goods brought within the City 
for sale consumption or use (section 120 (1) (e) of the 
Corporation Act). The comparative merits and de¬ 
merits of both the taxes have been iustly commented 
upon in the Government of India resolutions regarding 
octroi tax (No. 55-60, dated 24th April 1899) which are 
well known and need not be repeated here. The Termi¬ 
nal tax is a tax on transits and the Corporation Act does 
not provide its levy. But the Municipalities Act pro¬ 
vides for its levy with the sanction of the Union Govern¬ 
ment. The Terminal tax is a tax which imposes the 
burden of the taxation on people outside the local area. 
This is not so with octroi. The income from the Termi¬ 
nal tax and octroi go towards the expenses of general 
administration, i.e., on works for which no taxes are 
levied, or services which do not require equivalent tax¬ 
ation. In Jabalpur the service taxes are conservancy 
tax and water rate. The conservancy tax is not self- 
supporting and as such the octroi income go to make up 
the deficit, the remaining income go towards medical, 
health, roads education, etc. It is ap income averaging 
on 17 lakhs in a budget of 43 lakhs. 

The levy of octroi in Jabalpur has greatly effected 
its development and trade. It has always been a com¬ 
plaint of the merchant class that octroi hampers their 
prospective idea of advancing the trade and develop¬ 
ment of the town. It is not so with Terminal tax which 
can be borne out by the fact that Nagpur, before it 
rose up to a status of Corporation, had terminal tax. 
It has flourished in respect of trade and manufacture and 
today is the capital city of the Province. 

In Jabalpur there are no arrangements for prompt 
refund of octroi, which is quite essential. Bonded ware 
houses would solve this problem. However, in case of 
goods in transit the refund is made immediately if 
before export it is declared as such. In cases of big 
merchants concession are granted for payment of octroi 
on monthly basis and refund of the tax in full in case 
goods are sold outside the limits of the Corporation. 

(5) Taxes on goods and passengers carried by road 

or on inland water ways. —Neither is there any provi¬ 
sion in the Municipalities Act nor in the Corporation Act 
for imposition of such a tax and hence no comments are 
possible. * 


(6) Pilgrim tax. —This tax is leviable under section 
66 (1) of the Municipalities Act. There is no separate 
provision under the Corporation Act for this tax but a 
provision is made in the Corporation Act that the Cor¬ 
poration can levy any other tax which the State Govern¬ 
ment can impose under the Government Indian Act. 
The tax can well be imposed by towns of pilgrimage, 
because the main idea is that at such time often through¬ 
out the year arrangements have to be made both from 
economic and hygienic point of view for management 
of large number of people in such towns. This calls 
upon the Local Body to incur an expenditure on th? 
floating population which should bear the burden of 
the expenditure incurred for their benefit. 

This tax is not levied at Jabalpur and hence no fur¬ 
ther comments can be made. 

(7) Tax on floating population of bigger cities.— 
There is no provision in the Local Acts and as such 
no comments are necessary other than what have been 
stated in the questionnaire. 

(8) Poll tax. —There is no provision of this tax in the 
Municipalities Act and neither it is levied under the 
Corporation Act. No comments other than that made in 
the questionnaire are called for here. 

(9) Taxes on vehicles, animals and boats. —Under 
this head, tax on all kinds of vehicles is levied by the 
Municipal Committees and Corporations. Jabalpur Cor¬ 
poration also levies this tax. The vehicles that come 
under this are:—Motor vehicles, bullock carts, thelas 
(hand and drawn by animals), bicycles, etc. Animals 
have not been taxed so far, as octroi is recovered on 
animals imported and registration of cattle is done. 
Milch animals are also licensed under the Corporation 
as well as Municipalities Act. 

Uptil 1937 the Municipalities recovered the Vehicle 
tax but since that year it has been paid as a grant by 
Government. This tax is not a fixed demand. Except 
for the cycle tax a demand register for other vehicles 
is maintained according to which the tax is recovered. 
The collection in respect of cycle tax is high and there 
are little chances of evasion. The collection per annum 
is Rs. 36,767. 

Besides this a fee is recovered under the Hackney 
Carriage Act for tongas and rickshaws plying for hire 
and income is also derived therefrom. 

The receipts are: — 

(t) Motor vehicles . . . 4,343 (grant) 

(2) Tongas .... 522 

(3) Thelas. rickshaws and bullock 

carts private . . . 2,194 

(4) Tonga on hire . . . 1,329 

(5) Rickshaws on hire . . 7,050 

(10) Tolls. —This tax is levied on vehicles and animals 
entering the limits of a Municipality under section 66 

(1) (d) of the Municipalities Act and under section 120 

(2) (c) of the Corporation Act. This is an old tax the 

main feature of which is that this tax is not so much 
in vogue in a municipal area, but in rural areas and 
is collected on the spot at the barrier. The collection is 
easy and tax is nominal. This tax is recovered by the 
Jabalpur Corporation on account of carts entering the 
municipal limits at rate of 1 anna per cart and 3 pies 
per animal. The annual income is Rs. 6,000. 

(11) Professional tax. —This tax can be levied under 
section 68 (1) (b) of the Municipalities Act and under 
section 120 (2) (a) of the City of Jabalpur Corporation 
Act. This tax falls on the person paying the tax. This 
tax is not levied by the Jabalpur Corporation but the 
State Government recovers this tax from all those who 
pay Income tax. No amount of the tax is paid to the 
local body in which it is levied. The Professional tax 
is considered as a Licence duty and the tax assessed on 
persons according to circumstances and property. On 
account of its duel character it has been sometimes call¬ 
ed a personal tax and sometimes a tax on circumstances 
and property. In other words the tax is in the nature 
of local Income tax. This tax is levied in Madras and 
Calcutta Corporations in a form of licence duty on the 
various types of professions and calling. As this tax is 
not levied by the Corporation it is not possible to give 
the details of slab number of assessees and the total 
income. It is not also possible to give the information 
about the limitation imposed by Government on the 
maximum and minimum of this tax for the reasons given 
above. 
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(12) Theatre tax .—There is no provision in the 
Municipalities Act for levying this tax. Under the City 
of Jabalpur Corporation Act this tax may be levied 
under section 120 (2) (g). But it has not been levied, 
llus tax is more in the nature of entertainment tax and 
should be levied on the gross earnings of the theatre. 
This State recovers entertainment tax and as such any 
further tax of this nature would amount to double tax¬ 
ation, which may not appear appropriate. 

. The levy of entertainment tax has increased the price 
or the ticket. As a matter of fact the tickets show this 
tax separately in each denomination and thus makes it 
easy for collection and administration. 

(13) Town Improvement and other betterment taxes 
—The main feature of the tax is that in C. P. this tax is 
levied by, the Town Improvement Trust under the Act 
and is levied in those areas which have been fully de¬ 
veloped. The tax is known as betterment tax and is 
based on the value of the improvement and is payable 
by the owner of the property along with the annual 
rent of the plot sold. It is a tax which virtually falls on 
the person who directly benefits by the improvement. 

U4) The ofher tax which is recovered toy this Cor¬ 
poration is Dog tax and tax on dias who follow the pro¬ 
fession. The latter is now dwindling out but the do" 
tax remains in force. 


purpose they are meant for e.g., conservancy tax water 
rate, drainage, lighting vehicle tax, educational cess. 

Tt is only when the receipt is adequate we can know 
how far the tax is self supporting and how the incidence 
oi the tax falls. Self sufficiency of service tax will also 
save unnecessary increase in the general tax which a 
Local Body may be tempted to do to meetftheir deficit. 
Special cesses are therefore necessary. 

Questions 10 and 11 

No commercial or industrial undertaking is managed 
by this Local Body. 


Other Remarks.—But accept in Bombay, Madras and 
Calcutta other major towns have not embarked on these 
ventures, There is no objection to the State taking over 
Commercial and Industrial undertaking which are not 
confined to local area or which is not for the benefit of 
the local area. But such undertaking as gas work, elec- 
trie supply Local transport should be taken by the Local 
Body. The water supply is one of the most common 
undertakings which is managed by most of the Local 
Bodies in the Province. The Raipur Municipal Com-* 
mittee had their own Electric Supply, but due to mis¬ 
management the same was subsequently handed over 
to Government and it is being run by the State. 


The dog tax is levied under section 66(1) (c) of the 
Municipalities Act and under the same Act tax is also 
levied on wheels. That is the rate of Re. 1 per wheel 
per annum. This is a bicycle tax which amounts to 
Rs. 2 P. A., plus the cost of metal token. The income from 
dog tax is Rs. 85 P.A. It has been rather difficult to 
assess the dog tax as people often do not own up dogs 
and several dogs are found straying about without owners 
and evasion is simple. 

The cycle tax is also one of the main source of income 
under _!: be head vehicle tax, and approximates to Rs. 
36,767 P.A. Here assessment as such is not done, but the 
public is informed every year by all means available to 
take cycle tokens from places fixed within a particular 
period. After this checking is done by a squad which 
besides issuing the token also challans the delinquent. 
The total income for this challan for the years 1950-51 
51-52 and 52-53 are Rs. 686, 656 and 8,394 respectively. 

It is a very big feature of the taxation system at Jabal¬ 
pur that there is neither any interference from the elect¬ 
ed representatives, nor interested persons, with respect to 
the collection of the tax. The public as far as possible 
have been very co-operative in this respect. The collec¬ 
tion of the taxes is of a very high order at a time in 1950- 
51 reaching up to 98-5 per cent. The only rule which 
cannot be enforced is the recovery of the tax half-yearly, 
t.e., in the 1st half year the tax collection should be about 
50 per cent., but the earning capacities and other social 
obligation makes it impossible for people to adhere to 
this rule and the collection really starts after the i year 
Is over. But this cannot be helped and such a conces¬ 
sion has to be given, to adopt a Co-operative attitude. 

MEMORANDUM C. 

Questions 8 and 9 

Besides the service taxes which are in lieu of service 


conservancy and water supply, there is 
known as vehicle tax. The increase 
1948-49 is as follows:—* 

a tax which is 
from this from 


1948-49 .... 

Rs. 

32,384 


1949-50 .... 

33,709 


1950-51 .... 

39,039 


1951-52 . 

57,384 


1952-53 . 

54,164 

This receipt goes towards the construction and main¬ 
tenance of Roads, which is not sufficient as the balance 
is met from the general revenue derived from octroi. 


The grant received from education both compulsory 
and voluntary cannot be diverted for any other purpose. 
So also the grant received for Rat Campaign, malaria 
and medical aid. Certain taxes are levied to cover the 
cost of such services and hence the proper course should 
be that receipt from such service should be earmarked 
for efficient carrying out of such service. In local 
Bodies, the tax by their nomenclature show for what 


American Cities are engaged in a number of public 
service enterprises, including such activities as water 
works, gas plants, electricity systems, street railways, 
ferries toll bridges, airports radio stations, wharves, 
harbour towage and pilotage. Many cities also main¬ 
tain market places for the wholesale or retail trade and 
have municipal cemetery or cemeteries, municipal docks 
and wharves and public halls. As Buchler says<‘the 
City Halls are not expected to earn sufficient receipt tt 
Day all their expenses but they satisfy municipal vanitj 
and may also beutify their surroundings ", 

In countries, which has low living standard, and the 
average earning is low it would be a sound policy to 
n« such enterprises to augment the municipal revenue, 
rather than increase the tax burden which recent events 
at Bombay and Rajkot show that people do not wish 
to be burdened further. 

The main idea of the municipal enterprise is to cater 
to the needs of the local people at least possible cost. 
The profit of margin being narrow a municipal enter¬ 
prise cannot only produce better goods, but at a cheap¬ 
er rate, i.e., at cost price. Besides the municipal labour¬ 
er would have high wages which the private enterprise 
would seldom consider it as their obligation. The profit 
derived by increased production and after payment of 
all charges, the gain can go to increase the general 
revenue, with the result, that the municipality may not 
Increase the tax, and in some cases may decrease it if 
necessary. 

The State Government can very well embark on such 
enterprises to the advantage of the general tax payer, 
ine fundamental requisit for successful operation are 
(a) that the enterprise should be such that there is 
genuine endeavour on the part of Government to supply 
the need which a private enterprise is unable to give 
In order that the enterprise is financially practicable 
there must be an adequate volume of business and the 
enterprise be adopted to Government management. 

(2) There should be a demand from public in this 
respect and it should have the confidence of the public 
to be successful. 

(3) Government enterprise should have ample fund 
to carry the enterprise and also efficient management 
with experts to master the technical details. 

(4) The accounting should be accurate in detail both 
on the cost and receipt sides. 

(5) The service rendered by the enterprise should be 
ot a standard acceptable to public and should earn a 
surplus above all costs. 

The earnings from the undertaking in case of Local 
Body should go towards the general revenue, but in 
cases of Government undertaken enterprises, such reve¬ 
nue after providing for expanses at first, may so towards 
development projects. This question will depend on how 
the enterprise is worked, what is the popular support 
oi the enterprise and its income after deducting all 
operating expenses, depreciation allowances or reserves 
foi- 6 emergenri e s mvestment ’ debt charges, and a surplus 




Questions 15 to 17 

The cost of compliance with tax regulation add mate¬ 
rially to the burden of the tax, because, a staff has to 
be maintained for the assessment, appeals and collec¬ 
tion of the tax. This staff should be well paid if there > 
is to be less leakage of revenue. Naturally therefore, 
the burden'of this expenditure is added to the tax, and 
have to be included to the actual income in order to 
arrive at the tax burden. For e.g., the assessment, and 
levy of taxes like, the octroi, terminal and toll requires 
heavy establishment. It is 24 hours service job and 
hence the staff has to be in shift. Besides several collect¬ 
ing posts are necessary. To give an instance the income 
from Octroi at Jabalpur is Rs. 17 lakhs and expenditure.^ 
of the staff alone is Rs. 1,00,752. In addition to this 26 
nakas with free quarters for the staff has to be main¬ 
tained. 

Now economists believe that public expenditure does 
effect the burden of taxation. If public expenditure in¬ 
creases the demand for a tax commodity, tax shifting 
may occur without a decrease in the number of units 
sold, e.g.. Public expenditure on the road transport have 
increased on the demand for motor vehicles and petrol 
and diesel oil, that is the sale of these commodities have 
increased inspite of taxes on them. We may also see 
another incident, that is the prohibition policy of Govern¬ 
ment. The public expenditure to maintain the preven¬ 
tive staff, etc., in this respect has lead to the imposition 
of entertainment tax and increase in the same but, with 
the stoppage of drinks the love for cinema shows has 
increased inspite of the fact that the tickets rates have 
been increased considerably and the demand has not 
fallen. 


amount of loan is quite in order otherwise Goverma$D* 
would not have stood surety for raising private loan. 

C. So far Government has not given any assurance 
regarding aid in any way suggested in the question foe 
meeting any development scheme. 

Schemes like that of laying of sewers, water supply, 
canalization of nallas were sent to Government and fur¬ 
ther development are awaited. 


fciuesuon isjd 

As none of the property taxes is levied at present In 
mis Corporation ncTcoimnentS' are~made. . : 

As regards vehicle tax as stated elsewhere the tax 
was imposed under the Municipalities Act and was in 
force uptill 1937. At that time, the motor vehicles 
owners were required to register their vehicles, at "IBS 7 
same time pay vehicle tax on H.P. basis to the Munici¬ 
pality. Government issued orders in 1937 to stop re¬ 
covery of this tax which would be amalgamated by in¬ 
creasing the registration fee, and as a fiscal coor dinat io n 
measure, sanctioned a grant on the basis of the 
of the Municipality of 3 years prior to 1937. This same 
amount of the grant is paid even today. Thus it will 
be seen that inspite of increase in the registration fees 
thereafter and also in the number of vehicles the same 
grant is given every year. The Municipal Committee 
is also debarred from levying any increased tax on this 
account R goes without saying that except for 
part of tha.F'. jW. D. roadr_u>^ major part of the roads 
-of the city are maintained by the c— 
conditions have been opined to be go£F ratl0n and thek 


If India is to benefit by public spending, it is natural 
that the tax burden will increase, but with the increase 
in demand for the commodity and increase-in output, the 
burden of the tax can be reduced. 

As far as local taxation is concerned, octroi tax im¬ 
poses a burden on the commodity imported in the town. 
It has been noticed that cloth, medicine and motor vehi¬ 
cles to quote few instances are cheaper in town just 
about 40 miles away from the Jabalpur because octroi 
is not levied in that town. The difference in the total 
cost of motor vehicle is about Rs. 250 on a small car of 
12 H. P. sold in Jabalpur and that imported in a lawn 
40 miles from Jabalpur, and similarly on all goods of 
alike nature. 


Questions 189 to 194 

A. As stated elsewhere, this Local Body when in the 
hands of an official regime proposed the imposition of 
a lighting tax and the House tax. Government has not 
sanctioned it inspite of the fact that a Local Body is 
entitled to levy this tax. The reasons may be that the 
Government thought in the terms of “ no taxation with¬ 
out representation ” and hence may have not agreed to 
the proposal. 

The Government has imposed the property tax for 
City of Jabalpur, but the same has been kept in abeyance 
by Government. The reasons assigned are as stated in 
section 150(2) of the Corporation Act. The elected body 
are opposed to this tax saying there is no necessity as the 
income is sufficient to run the administration and also to 
meet the expenses of improvement. The Corporation has 
however gone up for a loan for improvement of water 
supply. The financial position cannot be said to be 
sound, because the Corporation is able to simply run the 
day to day administration without any far reaching im¬ 
provement and developments. The State Government is 
desirous of levying the tax, because it is compulsory 
under the Corporation Act and because the Corporation 
has to take up some work of far reaching importance and 
improvement. 

B. The State Government has not so far agreed to give 
grant-in-aid in full as required under the statute for im¬ 
posing complsory education in the whole of the City. As 
per rules, the Government should give 50 per cent, on the 
education side as well as for construction of school build¬ 
ings. 

This Corporation went up to the Government for a 
loan of Rs. 27 lakhs for a new water supply scheme 
known as the “ Gour River Water Supply Project ”. 
Government has only given the security of the loan, but 
is not prepared to aid the Local Body. No reasons have 
been asigned. The matter has been referred back to 
Government. The financial position for purpose of this 


Question 198 

The unwillingness of the local body to utilize in full 
the tax resources are: — 

(1) The City (Jabalpur) is not an industrial town 
The only major industry is Bidi manufacture. The earn 
ing capacity of the people is very low as compared ti 
Nagpur. The public feels the burden of the existing ta: 
such as octroi, conservancy tax, water rate and vehicl 
tax in addition to the State tax already heavy, and an; 
further increase is likely to be opposed. 

(2) The State Government is insistent on levying tin 
property tax, but the existing party in power which i 
Praja Socialist Party, has to face public with the mani 
festo, viz., that Property tax would be opposed tootl 
and nail if levied by Government. 

(3) The recent incidents in the City of Bombay re 
garding multipoint sales tax and octroi in Rajkot ant 
the strong opposition is also a contributory factor to 
wards the non-utilization of the resources in full. 

(4) Overlapping taxation is also one of the reason! 
why a local body cannot utilize full resources. The Stab 
Government has levied certain taxes which if consideret 
in. its proper light is a duplicate taxation on the sami 
object by different authorities. There is a provisioi 
in the Corporation Act as well as Municipalities Act foi 
imposing a tax on profession and trade, lighting tax, tai 
on sale of commodities and entertainment tax. Tin 
local body cannot levy these taxes because the Stab 
levies the professional tax on those who pay Income tax 
Elecric duty is levied by the State on units of consump 
tion of electricity. This cannot be further increased b 1 
j?cal body by imposing lighting tax under the Corpora 
tion Act; Similarly, the octroi tax is on the goods used 
consumed or sold within the town and this is in additior 
to the Sales tax recovered by the State. The Corpora 
tion therefore cannot contemplate any increase in this 
tax. The entertainment tax and the license duty or sal< 
of petrol and gasoline is already levied by the State 
Naturally, therefore, the Corporation is unable to con¬ 
template the imposition of these taxes to augment th< 
overlapping taxation as it exists. 

Lastly, it may be stated that it would not be propel 
to think that diversity of revenue sources should lx 
taken to increase indefinitely municipal taxes. A* 
Buchler has said that an over abundance Of taxes will 
work havoc with the administration and will not provide 
much more revenue than a reasonable diversity of care 
fully selected, substantial taxes ”, 

R is therefore necessary to select those taxes which 
would bring the maximum revenue, distribute the inci¬ 
dence of taxation on them on whom it is meant to fall 
encourage trade and commerce and be easy of asse&£ 
ment and collection. v *^ 
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STATEMENT SHOWING THE INCOME AND EXPENDITURE OF THE JABALPUR CORPORATION FOR THE 

YEARS 1947-48 to 1952-53. 



1947-48 

1948-49 

A. General Information. 

Rs. A. P. 

Rs. 

A. P. 

1. Population 

140,227 0 0 

140,227 

0 0 

2. Total income from all 
sources. 

24,84,349 1 7 

26,89,693 

7 3 

3. Total income from 
rates and taxes. 

18,48,145 8 7 

21,09,164 

0 7 

4. Per capita incidence 
of total inoome. 

16 1 0 

18 

1 0 

5. Per capita incidence of 

43 2 8 

15 

1 0 


income from taxes. 
B. Details of Iiicome: — 


I. Tax Revenue :— 


1949-50 

1960-51 

1951-52 

1952-53 

Rs. 

A. P. 

Rs. 

A. 

P. 

Rs. 

A. 

p. 

Rs. A. p. 

140,227 

0 0 

203,659 

0 

0 

203,669 

0 

0 

203,65if 0 0 

32,83,562 

3 10 

30,40,419 

6 

5 

31,94,873 

1 

o 

30,69,809 8 8 

22,20,868 

1 9 

21,68,771 

4 

0 

24,63,594 

9 

4 

23,89,411 4 11 

19 

2 0 

19 

14 

0 

15 

4 

0 

15 2 0 

15 13 0 

15 

7 

0 

12 

2 

0 

11 12 0 


(i) General Pro¬ 
perty tax (tax on 
bouses and lands). 

(ii) “S e r v i o e” 
Taxes (Water, 
lighting, drainage, 
conservancy, etc.) 

(iii) Local Fund 

(STARS' 

-orifial taxes (to be 
shown separately). 

(v) Tolls . 

(vi) Taxes on goods 
and passengers 
carried by road or 
inland waterways. 

(vii) Taxes on vehi¬ 
cles, animals and 
boats. 

(viii) Profession tax 
(dies). 

(ix) Theatre Tax . 

(x) Pilgrim Tax . 

(xi) Town Improve¬ 
ment and ‘ better¬ 
ment’ taxes. 

(xii) Other taxes, 
ceases and rates 
(to be speoified 
separately). 


4,45,292 6 7 4,71,145 6 11 5,18,953 1 0 6,87,725 13 3 6,84,187 9 1 7,08,952 4 2 


13,61,852 0 6 16,97,020 5 5 16,59,622 1 0 14,83,960 3 0 17,15,016 14 0 16,06,103 10 9 

8,538 9 6 8,581 0 3 8,544 7 0 7,990 7 W 6,966 14 3 7,236 15 0 


32,422 8 0 32,384 8 0 

40 0 0 32 12 0 


33,709 4 0 39,039 12 0 67,384 8 0 

39 4 0 46 0 0 48 12 0 


54,164 8 0 
40 4 0 

12,913 11 0 


Total 

18,48,145 

8 

7 

21,09,164 

0 

7 

22,20,868 

1 

9 

21,78,771 

4 

0 

24,63,594 


4 

23,89,411 

4 

11 

II. Non-Tax Revenue : 



















(a) Grantsfrom Govt.— 



















(i) for roads and 
buddings. 



















(ii) for education 

98,919 

13 

0 

130,405 

10 

0 

99,352 

2 

6 

1,22,867 

14 

6 

1,33,505 

15 

0 

1,36,495 

1 

0 

(iii) for medical 

and public health 
purposes. 

14,752 

6 

0 

14,887 

6 

6 

13,356 

8 

0 

16,786 

8 

0 

16,189 

13 

0 

4,843 

5 

0 





(iv) for other pur- 

12,583 

6 10 

40,025 

0 

9 

60,855 

6 

9 

48,874 

7 

9 

46,876 

0 

3 

78,017 

14 

6 

poses. 



















Total 

1,26,255 

9 

10 

1,85,318 

1 

3 

1,73,564 

1 

3 

1,88,628 14 

3 

1,96,571 

12 

3 

2,19,366 

4 

6 

( b) Fees, Fines, etc. . 

1,79,938 

8 

8 

1,68,903.14 

9 

1,88,232 

5 

1 

2,00,241 

7 

4 

1,97,888 14 

11 

2,02,745 

8 

8 

(c) Miscellaneous . 

3,30,009 

6 

6 

2,28,307 

6 

8 

7,00,897 

11 

9 

4,82,877 

12 

10 

3,36,817 

12 

8 

2,58,296 

6 

7 

Total 

5,09,947 15 

2 

3,95,211 

5 

5 

8,89,130 

0 

10 

6,83,119 

4 

2 

5,34,708 

11 

7 

4,61,041 

15 

3 

GRAND TOTAL 

24,84,349 

1 

7 

26,89,693 

7 

3 

32,83,562 

3 

10 

30,40,419 

6 

5 

31,94,873 

1 

2 

30,69,809 

8 

8 

C. Details of Expenditure— 



















(i) Administration 

2,23,122 

4 

6 

2,44,985 

1 

1 

2,89,660 12 11 

3,38,116 

7 

0 

3,08,816 

7 

3 

3,54,826 

7 

3 

(ii) “Service” (water 

8,52,098 

13 

10 

9,71,572 

7 

9 

11,80,743 

13 

10 

12,86,811 

9 

8 

10,53,690 

1 

11 

11,72,462 

6 

0 

supply, drainage, 
conservation, light¬ 
ing, etc.). 






















(iii) Medical & Public 

1,26,392 

11 

5 

1,48,952 

5 

9 

2,08,787 

0 

6 

1,67,838 

5 

9 

1,46,924 

11 

1 

1,47,715 

11 

0 

Health. 













(iv) Roads and Build- 

3,10,864 

5 11 

1,83,025 

2 

4 

4,29,890 12 

3 

7,00,643 

3 

3 

2,79,276 

14 

8 

2,90,896 

1 

2 

mgs. 



















(v) Miscellaneous 

9,83,988 

8 

4 

8,52,025 

5 

6 

8,89,790 15 

8 

10,02,836 

10 

4 

10,36,454 15 

9 

9,18,096 

0 

8 

Total . 

24,96,466 12 

0 

24,00,560 

6 

6 

29,98,873 

7 

2 

• 

34,96,246 

4 

0 

28,26,163 

2 

8 

28,83,994 10 

8 


Total 
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Replies of the Nagpur Municipal Corporation to the Questionnaire of the Taxa¬ 
tion Enquiry Commission. 


Question 185.—No. The system of local taxation in 
India cannot be called quite satisfactory for 3 reasons, 
viz., (1) the sources of local revenues are left at the 
mercy of State Government, which encroaches on them 
at will, (2) there are constitutional restrictions prevent¬ 
ing local Jodies from exploiting certain sources of 
revenue which are quite proper and legitimate for them 
and (3) as a result of above two, the system is very 
inelastic and has not kept pace with the growing needs 
of local bodies. Besides this, the operation of the system 
is also defective in certain ways, e.g., the need for State 
Government’s sanction for imposition, variation and 
abolition of taxes. The local bodies should be free in 
this respect within the prescribed maximum limits. 


(c) It has already been indicated that local bodies 
should be made independent in respect of taxation, sub¬ 
ject to the maximum limits, to be prescribed by Govern¬ 
ment in respect of each tax. 

Question 194.—Yes. In case of Octroi and Sales Tax, 
there is overlapping, as both are levied on goods locally 
consumed. Thus, in effect there is a duplication of tax 
and elasticity of local resources is also considerably 
restricted. 

Question 195.—Not to any appreciable extent. 

Question 196.—There appear to be no other defects. 


Question 186.—Yes. Articles 246, 276 and 285 of Ihe 
Constitution forbid terminal tax, limits Trades and Pro¬ 
fession taxes to the maximum of Rs. 250 and place res¬ 
trictions on taxing Union Government’s Property. The 
Constitution should be amended to remove these restric¬ 
tions. The maximum limit for Trades and Profession 
Tax should be Rs. 1,000. 

Question 187.—Besides other canons of taxation, viz., 
equity, ability, convenience, economy and productive¬ 
ness, etc., one additional criterion for local taxation 
should be that incidence of taxation must be mainly 
local. The considerations relevant to the suitability or 
otherwise of taxes for a local body should be— 

(?) size of local authority, 


Question 197.—The main source of income of urban 
local bodies is from taxes. Nearly 88 per cent, of the 
income of the Nagpur Corporation is derived from taxes. 
The income from Government grants is only 2 per cent, 
and that from other sources is 10 per cent, approximate¬ 
ly. It is, therefore, clear that virtually no grants-in-aid 
are received from the State Government and income 
from non-tax sources is also not appreciable. Liberal 
grants-in-aid should, therefore, be paid, by State Govern¬ 
ment, for financing capital schemes, particularly schemes 
of unproductive character, e.g., Drainage, construction of 
school buildings, construction of roads, etc. 

The idea that grants are made by the Governments 
as a sort of Charity ; or as assistance offered to back¬ 


in') its urban or rural character, 

(iii) ease or difficulty of assessment, 

(iv) income value of the property, etc., to be tayed, 

e.g., house property in rural areas can hard¬ 
ly fetch any rent. Thus in small rural bodies 
like Village Panchayats, Circumstance and 
Property Tax is more suitable, while house 
tax or Property Tax is more suitable for Cor- 
portations and Municipalities. 

Question 188.—See replies to Question No. 189 to 
194 below. 

Question 189.—Power to levy following taxes may 
be devolved on local bodies with a view to enable them 
to discharge their duties obligatory and optional, pro¬ 
perly and efficiently. At present their resources are 
quite inadequate to function properly: — 

Urban Local Bodies. 

1. Entertainment Tax. 

2. Betterment Tax. 

3. Tax on sale and consumption of electricity. 

4. Tax on motor vehicles. 

5. Tax on advertisements other than newspapers. 

6. Tolls on motor vehicles. 

7. Tax on Cinema Shows. 

8. Prfoession Tax should be left to be exploited 

by local bodies only. State Government 
should not levy this tax. 


Substantial portion of land revenue should be assign¬ 
ed to Janpad Sabhas to enable them to function pro¬ 
perly and efficiently. 

Question 190.—No. 


ward classes should be eschewed. It should be appre¬ 
ciated that “ Grants-in-aid are in the nature of compen¬ 
sation paid to the Local Bodies for discharging some of 
the primary obligations imposed on the State. In an 
extensive country like India, the system of decentralized 
administration is the only effective method of serving 
the needs of diverse areas and peoples, and for the ful¬ 
filment of the ideals of a welfare State. In this context 
and set-up, Grants-in-aid occupy an important role de¬ 
serving a Statutory recognition as in England, where the 
Grants constitute on the average over 40 per cent, of 
the total income of the Borough councils, as against the 
Statutory minimum of 224 per cent., and over 46 million 
£s are distributed annually as Grants-in-aid. Hence we 
feel that Grants-in-aid in India should similarly be fix¬ 
ed statutorily. We may further suggest that capital ex¬ 
penditure for water supply and drainage schemes may 
be met entirely from Government Grants for the next 
few years, till the finances of Local Bodies are placed 
on a sound footing. Similarly in the case of primary 
Education, the State should compensate the Local bodies 
in full, and should not make hair-splitting distinctions 
to avoid this obligaion. The system of compulsory 
primary Education should be enforced in all Municipal 
and Panchayat areas and the State should not stint or 
bargain over this important item of National reconstruc¬ 
tions. Regarding Secondary and University Education, 
we are of the opinion that it is entirely the province of 
private societies and associations, and the present policy 
may be continued in respect thereof, unless there is 
absolute need for the state or the Local Authority taking 
up the responsibility in a particular area otherwise un¬ 
served. It is also desirable that local bodies should be 
encouraged to take up productive enterprises, such as, 
transport, manufacture and sale of electricity, land de¬ 
velopment and housing, and Dairy farming etc. For 
this, necessary financial help must be made available by 
State Government to Local bodies, without which it 
would not be possible for them to undertake these enter¬ 
prises. It may also be necessary to amend the Munici¬ 
palities Act and Local Authorities Loans Act suitably 
to enable the local bodies to get the necessary financial 
help from Government. 


Question 191.—Yes. In actual practice, there is 
delay and difficulty in respect of imposition or variation 
of taxes. It is, therefore, considered desirable that local 
bodies should be independent in respect of taxation 
within the prescribed maximum rates. 

Question 192.—Suggestions for additional taxes have 
been made in reply to Question No. 189. 

Question 193.—(a) The power for all items (i) to (v) 
is there, but it is restricted in many ways, e.g., need for 
State Government’s sanction and overriding powers of 
the State Government. These restrictions should be 
removed. 

(b) Adequate use of different conditions is generally 
made. 


Question 198.—Broadly speaking, no. The full use 
of their power of taxation should not be made a condi¬ 
tion precedent for payment of grants-in-aid to local 
bodies by State Government. 

Question 199.—I would prefer (i) and (iii). No. (11) 
is not favoured except in case of (a) land revenue, sub¬ 
stantial part of which should be assigned to rural local 
bodies, (b) motor vehicles tax if it is not wholly assign¬ 
ed to local bodies and '(c) Sales Tax. 

Question 200.—This source of income should be le*t 
to be exploited by local bodies only. 

Question 201.—I entirely agree with the recommend¬ 
ation of the local Finance Enquiry Committee Report 
in this connection. 
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Question 202.—Please see replies to Question No. 
200 above. 

Question 203.—Yes, upto the annual rental of Rs. 60 
or rental of Rs. 5 per month. There ought to be no 
distinction between the owner occupied and other pro¬ 
perties. The properties of religious, educational and 
charitable institutions may be exempted from payment 
of taxes, provided no income is earned therefrom. For 
encouraging house building activities in congested cities, 
we recommend partial exemption for a period of 5 years 
on a progressive basis. Houses assessed on a rental 
value of Rs. 25 P.M. full exemption,, above Rs. 25 P.M. 
but not exceeding Rs. 75 P.M. i tax exemption, above 
Rs. 75 P.M. but not exceeding Rs. 150 P.M., J tax ex¬ 
emption and above Rs. 150 P.M.—no exemption. Fur¬ 
ther State Government should arrange for easy avail¬ 
ability of materials, cheap designs, reliable machinery to 
construct houses at the estimated cost according to the 
designs, cheap credit facilities and cheap suitable build¬ 
ing sites for encouraging house building activities. 

Question 204.—The property tax should be progres¬ 
sive if no minimum rate of tax is fixed by statute. The 
progression should be to the extent of 61 per cent, of 
the annual rental valuation of a land or building. 

Question 205.—In my opinion, all local bodies should 
be empowered to levy this tax, subject to the maximum 
rate of 61 per cent, of the annual rental valuation to be 
prescribed by Government. 

Question 206.—There is room for improvement of 
assessment machinery of local bodies. No reform in 
local administration is more urgently necessary than to 
secure fearless, impartial and uniform assessment. The 
valuation machinery consisting of better qualified and 
highly paid expert staff is necessary, as it will increase 
the income of local bodies very considerably and the 
complaints now generally heard of under-assessment and 
partiality will become a thing of the past. With a view 
to check under assessment and partiality, it is suggested 
that valuation and assessment of various taxes along 
with indications of private services rendered, e.g., cypher 
“ O ” for private conservancy service and a straight 
vertical line “ 1 ” for private pipe connection may be 
shown in the house number plate affixed to each house 
at a prominent place. If this is done every one can 
see the valuation and assessment of a house and com¬ 
pare it with those of similar size in the locality. This, 
it is expected, will automatically stop under assessment 
and partiality to a great extent. 

Question 207.—The recommendations of the Local 
Finance Enquiry Committee in paras. 31 to 33 and 61 to 
66 at page 490 and 493 of the Local Finance Enquiry 
Committee Report may be accepted. The cost-of-service 
principle is not at all practicable and the classification 
of Municipal Services into two cattgories—one to be 
financed from general revenues and the other from 
special rates does not seem to rest on any logical basis. 
The question of self-sufficiency of some services, viz., 
conservancy and water rate is, therefore, meaningless. 

The railways should pay both general and private 
taxes. Municipal Acts should be amended to provide 
for the taxation of State Government properties. The 
Union Government should make contribution to local 
bodies in lieu of such taxes as is the practice in other 
countries. 

Question 208.—No comments, as this concerns the 
rural local bodies. 

Question 209.—Under the present circumstances, 
there appears to be no alternative to octroi tax, as this 
is the largest single source of revenue. It is also very 
elastic as the tax is generally ad valorem. 

The terminal tax, besides becoming a central subject 
is rather inelastic and static source of revenue, as the 
tax is generally based on weight and bulk. It does not, 
therefore, yield the necessary amount of income requir¬ 
ed to meet the growing needs of local bodies. 

Question 210.—It is impossible to abolish octroi and 
terminal taxes. I don’t consider the suggestion that 
local bodies should be allowed to levy surcharges on 
Sales Tax feasible and desirable. 

Question 211.—No modifications are suggested. 

Question 212.—The existing procedure in respect of 
all matters mentioned in this question is generally suit¬ 
able. Bonded Ware Houses should be provided by local 
bodies where they have not been provided. 


Question 213.—Octroi should be levied generally on 
an ad valorem basis. There is, however, no objection to 
a moundage or other basis in case of articles where the 
ad valorem basis is considered unsuitable. 

Question 214.—Yes, it would, as the road transport 
authorities would collect the tax for the local bodies as 
the Railways do in respect of goods brought by rail. 
Terminal Tax outposts will, however, be necessary for 
goods brought in by other kinds of vehicles, f.g., bullock 
carts, etc. 

Question 215.—No correlation of octroi or terminal 
tax with allied forms of State and Central Taxation, 
such as Sales Tax, Excises and Customs seems to be 
feasible. Collection of Octroi or Terminal Tax by State 
Government as an addition to the Union or State taxes 
mentioned in this question would take away the elasti¬ 
city of octroi or terminal tax and also the freedom of 
local bodies in respect of imposition and variation of 
these taxes. 

Question 216.—Yes. Tax on passengers brought by 
road can be levied legally by local bodies vide item 56 
of State List, but whether this tax should be levied 
when it is not possible for local bodies to levy a tax on 
passengers brought by rail, is a matter for considera¬ 
tion. 

Question 217.—“Pilgrim Tax” should be confined 
to places, which attract large number of pilgrims. A 
tax on floating population would not be desirable on 
grounds of practical difficulties to the collecting autho¬ 
rity as well as to the payers. Further, it is not likely 
to conform to the well accepted canons of taxation. 

Question 218—I consider “Poll Tax” as the most 
undesirable form of taxation and should not be impose'’ 

Question 219.—(a) No comments. 

(b) Yes. I consider Tolls a suitable form of local 
taxation to supplement the revenues of local bodies. 
Please refer to my reply to Question No. 189 also in this 
connection. 

Question 220.—Yes. I would recommend the wider 
adoption of Profession Tax by local bodies. The levy, 
however need not be compulsory and should be deter¬ 
mined by the local bodies. No modifications are suggest¬ 
ed in respect of prevailing forms. Please also refer to 
the reply to Question No. 186. 

Question 221.—I consider this tax as suitable for 
general adoption by local bodies, but the tax must be 
payable by the Theatre or the Cinema owners and its 
incidence must not be allowed to be passed on to the 
spectators as they already pay Entertainment Tax 
wherever it is levied by State Government. 

Question 222.—Where there is no Improvement Trust 
or Board, this tax may be levied by Municipalities. This 
tax cannot, however, be levied by rural local bodies as 
betterments to agricultural land are taken into consider¬ 
ation when settlements are revised. 

Question 223.—No comments. 

Question 224.—No comments apart from what has 
already been suggested above. 

Question 225.—A system of rebate or discount for 
prompt payment of taxes may be introduced in all local 
bodies as has been provided in the Nagpur Corporation 
Act. Please also refer to the reply to Question No. 206. 

Question 226.—We have no comments to offer on this 
question. 

Question 227.—The recommendations of the Local 
Finance Enquiry Committee should be implemented by 
the Union and the State Government, especially in res¬ 
pect of local taxation of Railway and Central Govern¬ 
ment and State Government properties. 

Question 228.—The provision from manual labour is 
not suitable for Corporations and Municipalities. It is 
suitable for Village Panchayats only. 


SUPPLEMENTARY QUESTIONNAIRE. 

MEMORANDUM A. 

Note. —The Nagpur Corporation has come into exist¬ 
ence only on 2nd March 1951 after merging City Muni¬ 
cipal Committee with the Civil Station Sub-Committee. 
The broad demarcation of periods, to which the account 



case oi xms v^orpurmiuii, me actuum av.*«*w.v* *.w wu« 
two financial years only viz., 1951-52 and 1952-53. 

1. Trends in the budgetary position of M.O.s/Cor- 
porations; changes in pattern of income and pattern of 
expenditure; explanation of trends and changes, if any. 

The capital and Revenue Receipts and expenditure 
during the l^t two financial years, viz., 1951-52 and 
1952-53 are given below: — 


Years. 

Receipts 

Revenue. 

Capital. 


Rs. 

Rs. 

1951-52 

87,50,974 

4,62,000 

1952-53 

89,74,938 

6,98,000 


Expenditure. 



Rs. 

Rs. 

1951-52 

54,12,120 

3,82,731 

1952-53 

63,39,517 

14,23,976 


The pattern of income and expenditure during these 
two years has not changed. The Corporation has how¬ 
ever, undertaken 2 major schemes namely—Kanhan 
Water Supply Scheme, and Drainage Scheme involving 
an expenditure of nearly 2 crores. The state Govern¬ 
ment have been requested to render substantial help by 
way of grant—preferably the moiety of expenditure on 
the Drainage Scheme which is estimated to cost about 
Rs. 130,00,000 in the next 10 years. 

2. Relative significance of (i) tax-revenue, (ii) share 
of revenue from specific taxes levied and collected by 
the State Government and (iii) grants-in-aid and other 
on-tax revenue ; individual components of “ other non¬ 
tax revenue ” and their relative significance, degree of 
importance of revenue from commercial, transport and 
other undertakings run by the local body. 

Nearly 88 per cent, of the Revenue Receipts of the 
Corporation are derived from taxes levied by the Cor¬ 
poration. The Corporation gets absolutely no share of 
revenue from specific taxes levied and collected by the 
State Government. The amount of the Grants-in-aid 
received from the State Government is almost insigni¬ 
ficant, as it is only approximately 2 per cent, of the total 
receipts of the Corporation. The other non-tax revenue 
derived from Market fees and rates, etc., works up to 
about 8 per cent, of the Revenue-Receipts of the Cor¬ 
poration. No commercial transport or other undertaking 
are run by the Corporation. 

3. Principal taxes of the local body; trends in 
revenue derived from each such tax; explanation of 
trends and indication of prospects. 

The largest single source of Revenue is Octroi Tax 
which yields nearly 40 lakhs per annum at present being 
56 per cent, of the revenue derived from the rates and 
taxes. Amongst the direct taxes, the Corporation im¬ 
poses a tax on lands and buildings—popularly known as 
House Tax or Property Tax. It also imposes water rates 
and conservancy tax. The total income from all these 
direct taxes is about 32 lakhs p.a. 56 per cent, of this 
is derived from water rate 25 per cent, from the House 
Tax and 19 per cent, from conservancy tax. The income 
from direct taxes has become more or less static and 
inelastic. It is not growing in proportion to the ex¬ 
penditure. The main reason for this phenomena appears 
to be that rental valuation on lands and buildings 
within the Corporation limits has become almost 
stationary for two reasons, firstly the annual rental of 
the houses occupied by tenants could not be increased 
due to Rent Control Order in force and secondly new 
houses are not springing up due to difficulties in obtain¬ 
ing building materials. Further it appears that income 
from direct taxes instead of growing may go down due 
to the detrioration of the paying capacity of rate payers 
and general slump in the market which is adversely 
affecting revenue both from direct and indirect taxes. 

4. Efforts, if any, at different periods, to increase tax- 
revenue by imposing new taxes or increasing the rates 
of old ones. Appraisal of further prospects in this direc¬ 
tion. Extent to which prospects are defeated by unwill¬ 
ingness, etc., of local body to utilize—available tax re¬ 
sources. 

During the last two years, no efforts have been made 
to increase tax revenue by imposing new taxes or in¬ 
creasing the rates of old ones. An effort is being made 
to decrease the house tax and water rates to give some 
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There appears to be little prospect in the matter of 
increasing the present level of tax revenue as almost 
alt sources of local character have been tapped by the 
State Government without assigning any share out of 
the revenue derived therefrom Entertainment tax, Tax 
on Consumption of electric energy. Sales tax and taut 
on Motor vehicles within the Municipal limits are essen¬ 
tially the taxes of local character and revenue derived 
therefrom should go to local bodies. Inspite of strong 
recommendation of the Local Finance Enquiry Com¬ 
mittee appointed by Government of India about two 
years ago to assign whole in some cases and to pay 
substantial part of the revenue—derived from these 
source in other cases, nothing has been done in the 
matter so far and the financial plight of the local bodies 
continued to be as ever before. 

5. Administration, by the local body, of the principal 
taxes and of the tax system generally broad features of 
administration in respect (i) set up different levels; (ii) 
assessment, (iii) appeal and revision, (iv) Collection. 

(i) The Administration of tax (direct) system is done 
by Assessment and Collection Departments under the 
Chief Executive Officer. The Chief Executive Officer has 
deligated his powers in this behalf to the Deputy Chief 
Executive Officer. There are— 

(1) An Assessor and Collector, 

(2) A Superintendent, 

(3) Two Assessors, one for East and the other for 

West Zone. 

(ii) Assessment Deptt. is directly under an officer 
called Assessor and Collector who is assisted by 2 
officials called Assessors. Under the assessors are a 
number of Assessing Inspectors and a few Overseers 
who do actual valuations and assessment. The demand 
of various direct taxes is determined by this depart¬ 
ment and a list of demand is prepared every year 
and sent to the Tax Deptt. for collection of taxes, Cases 
of valuation, enhancement and remission of taxes and 
also of mutation of land and building are dealt with by 
the department under intimation of Tax Deptt. Assess¬ 
ment list is prepared every year and it remains in force 
for one year. 

(iii) Appeal and Revision—any person dissatisfied 
with the valuation of his property may deliver at Cor¬ 
poration office a written notice stating the grounds of 
his objection to valuation of lands and buildings within 
a prescribed period. The objections are decided by ihe 
chief Ex. Officer or an official called Objection Officer to 
whom the power of hearing and deciding objections is 
delegated by the Chief Executive Officer. An appeal 
against the decisions of these officers lies to the District 
Court, Nagpur whose decision is final. 

(iv) Collections. —Collection of direct taxes is done 
by the Tax Deptt. under an official called Superintendent 
°f Taxes or Collector. He is assisted by a number of 
officials called Inspectors and Tax-Collectors. The Tax 
Collectors collect taxes directly from the tax payers at 
their residence to avoid inconvenience to them. The 
work of the Tax Collectors is supervised by Inspectors 
and Supdt. of taxes exercises general supervision direc¬ 
tion and control. 

6. Cost and efficiency of tax administration, espe¬ 
cially assessment and collection tax administration from 
the point of view of the tax payer. 

Cost of collection of direct taxes—comes to about 
6i pei cent, of the total income from direct taxes. 95 
per cent, of the total demand is considered to be the 
ideal for collection but his percentage is generally not 
achieved due to the fact that it becomes difficult to take 
coercive measure such as cutting of water connection or 
stopping the sweeper service, in the interest of genera] 
health of the citizens. There seems to be no hardship 
in the administration of taxes from the point of view 
of rate payers as they are given all possible facilities 
for payment of dues and the Tax Collectors visits rate¬ 
payers for recovery of taxes. No assistance is received 
from State Government in administering individual 
taxes. 

7. Tax evasion and Tax avoidance generally broad 
appraisal of magnitude and techniques; counter 
measures, if any, taken by the local body. 

All direct taxes are painful and the rate payers resort 
to all possible method to avoid payment of proper taxes. 
The most common technique adopted for evasion Is to 
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persuade the tenants to give false declarations of rent. 
Due to natural growth of population, constant flow of 
rural population to cities in search of employment, im¬ 
migration of refugees on unprecidented scale due to the 
partition of the country the housing problem in almost 
all cities has become very acute and rents have increased 
considerably; but very little part of this increase is re¬ 
flected in assessment list. The landlords in league with 
tenents defraud the Municipalities of their legitimate 
dues. The other reason is inherent in the constitution. 
So long as the official responsible for valuation and 


assessment are depending for their appointment and 
promotion to the elected representatives of the people 
whose property they value and assess there is every 
chance of interference in correct valuation and assess¬ 
ment. It would therefore not be out of place to suggest 
that the State Government may have separate Assess¬ 
ment Deptt. under the direct control and entrust it with 
the work of valuation and assessment of all the local 
bodies. A proportionate charge for the maintenance of 
this department may be recovered from all local bodies. 


Annexure 

Income ana expenditure of Corporation for each of the last two financial years, i.e,, 1951-52 and 1952-53. 


Serial No. 

A— General Information 

Relating to Corporation 

t -^ 


(1) 

(2) 

1961-62 1962-63 

(3) (4) 



Rs.^a. p. Rs. a. p. 

1. Population aa per 1961 census.. 4,89,167 0 0 4,89,167 0 0. 

2. Total inoome from all sources ... 108,32,496 0 0 126,86,760 0 0 

3. Total inoome from rates and Taxes ......... 77,40,067 0 0 78,68,881 0 0 

4. Per capita incidence of total income . . . . . . . 18 10 6 26 11 9 

6. Per capita incidence of inoome from taxes . . . . . . . . 15 12 11' 16 1 0 


B— Ditails or Incomi 

X. Tax Revenue — 

(i) General Property tax (Tax on houses and lands) ....... 7,86,367 

(ii) Service taxes (water conveyance, eto.) ......... 24,68,286 

(iii) Local Fund ceases ............ 

(iv) Octroi and Terminal tax . 43,27,738 


(v) Tools. .... 

(vi) Taxes on goods and passengers oarried by road or inland waterways .... 

(vii) Taxes on vehioles, animals and boats .... S ... . 1,64,167 

(viii) Profession tax. 

(ix) Theatre tax. 

(x) Pilgrim tax .............. 

(xi) Town Improvement and betterment tax ......... 

(xiii) Other taxes, oases and rates (To be specified separately). Tax on Jinned boxaa and 3,640 
pressed bales. 


0 0 7,99,722 

0 0 26,72.313 
• • 

0 0 43,24,672 

0 0 J,68,222 

0 0 3,962 


0 

0 

0 

0 


0 


0 

0 

0 

0 


0 


Total . 77,40,087 0 0 78,68,881 0 0 


II. Non-tax Revenue — 

(a) Grants from Government . . . 

(i) For roads and buildings. 

(ii) For education. 

(iii) For medioal and public health purposes ... .... 

(iv) For other purposes. 

Total 


(6) Fees, Fines, eto.• 

(c) Miscellaneous. 

GRAND TOTAL 
C. Details op Expenditure 

(i) A dminis tration ............ 

(ii) “Service” (water supply drainage, conservancy, lighting, etc.) charges 

(iii) Medioal and Public Health .......... 

(iv) Roads and Buildings. 

(v) Miscellaneous ............ 


1,02,677 0 0 1,46,963 0 0 

1,920 0 0 1,920 0 0 

39,969 0 0 1,76,904 0 0 

1,44,460 0 0 3,24,787 0 0 

4,27,108 0 0 4,92,772 0 0 

26,20,846 0 0 39,09,310 0 0 

1,08,32,496 0 01,26,86,760 0 0 

22,63,338 0 0 32,38,049 0 0 

22,31,790 0 0 18,66,032 0 0 

2,09,138 0 0 1,93,363 0 0 

7,00,668 0 0 8,00,377 0 0 

25,11,109 0 0 47,62,292 0 0 


Total . 79,22,043 0 01,08,49,113 0 0 
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Memorandum A. —Annexure B (Part II). 

1. Cost of administration and separately, cost of 
collection as compared with receipts. Efficiency of tax 
administration and Tax collection; steps, if any, to im¬ 
prove efficiency ; tax administration and tax collection 
from the point of view of the tax payer. 

As compared with the receipts from direct taxes the 
cost of (direct) tax administration works upto about 3 
per cent, and that the Tax collection to about 3i per 
cent. For efficiency of the Tax administration and Tax 
collection the following departments are functioning 
under the Corporation. 

(1) The Assessment Department with two Assessors 
and a number of subordinate Overseers, assessing Inspec¬ 
tors and other staff placed under them. 

(2) The Tax Deptt. under a Tax Supdt. helped by two 
Assistant Supdts. with a number of subordinate Inspec¬ 
tors, tax collectors and other staff working under them. 

These departments work under the Dy. Chief Execu¬ 
tive Officer who functions under the deligated powers 
of the C. E. O. who exercises control and supervision 
subject to such conditions and limitations as he may 
think fit to prescribe. As a step to improve their effi¬ 
ciency these departments have further very recently 
been placed exclusively under the charge of an officer 
known as Assessor and Collector. For effecting effici¬ 
ency in the staff following measures are adopted. 

(1) Maintenance of character rolls—in which con¬ 
fidential remarks are passed annually and warnings are 
noted as and when they are necessary. 

(2) Grant of annual increments for approved service 
only. 

(3) With holding of annual increments. 

(4) Inflicting departmental punishments for good and 
sufficient reason. 

(5) Payment of bonus to Tax collectors for collecting 
different prescribed percentage of total annual demand. 

The Tax administration and the Tax collection from 
the point of view of Tax payer is liberal. All reasonable 
chances of objecting to the valuation of property within 
the prescribed time and of—preferring an appeal to the 
District'Judge within the stipulated time from the date 
of the order passed on the objection are afforded to him. 
He is given the concession of half yearly payment of 
taxes and is allowed extension in time for payment of 
taxes as and when it is found reasonable. Within 
twenty one days of service of a notice of demand he is 
also free to show cause to the satisfaction of C.E.O. as 
to why he should not pay the taxes. 


2. Receipts; trend in receipts ; explanation of trends. 

The receipts from direct taxes for the year 1951-52 
are Rs. 32,54,652 and for 1952-53 Rs. 33,72,035. Due to 
revaluation proceedings these receipts are expected to 
increase in further, but are likely to be affected adverse¬ 
ly some time due to the fall in the paying capacity of 
the tax payer and general slump in the market. 

3 . Arrears ; trends in arrears ; explanation of trends. 

Unrecovered Taxes at the close of the year 1951-52 
amounted to Rs. 5,87,814 and at the end of 52-53 to 
Rs. 4,83,314. A considerable amount of the arrears ia 
due to be recovered from the Government Authorities, 
Government officers, Military authorities, and Railway 
authorities. With the recovery of this amount from them 
the arrears will decrease and further with effective 
measures of recovery they are likely to decrease in 
future. 

4. Evasion and avoidance ; principal methods — Prac¬ 
tised and the extent of revenue lost under each of the 
foregoing ; measures, if any, adopted for prevent, detec¬ 
tion and enforcement. 

All possible methods of evasion and avoidance of 
taxes are resorted to by the Tax payers. Following 
methods are most commonly practised by them: — 

(1) Managing tenants to give false declarations of 
rents paid by them. 

(2) Manipulation of information and show less num¬ 
ber of tenants. 

(3) Failing to give notice of subsequent increases in 
rents. 

(4) Avoiding service of bill of demand and notice of 
demand. 

(5) Attempting to evade taxes by taking recourse 
to courts. 

It is difficult to ascertain the revenue lost by each 
of the foregoing methods. Following measures are 
generally adopted by the Corporation for prevention and 
detection of foregoing methods and for enforcement of 
proper taxes. 

(1) Ceasing enquiries to be made on site. 

(2) Determining gross annual rent at which the land 
or building might at the time of assessment reasonably 
be expected to be let from year to year. 

(3) Precluding the owner or occupier from objecting 
to any assessment in addition to any other punishment 
to which he may be liable in case he omits without 
reasonable cause to comply with requisition to give true 
information or to make true return to the best of his 
knowledge or belief or in case he fails to give notice 
of any subsequent increase in rent. 


Replies of Village Panchayat, Dhamada, to the Supplementary Questionnaire op 

the Taxation Enquiry Commission. 

MEMORANDUM A. 

General Note on the Finances (including taxation aspect) of the Village Panchayat. 

1. Statistical information of the last five years from 1948-49 to 1952-53. 

(A). General Information. 


|. Polulation during the year. 1948-49 Somewhere near the 1951 census figures. 

Ditto . 1949*50 

Ditto. 1950*61 3762 people 

Ditto. 1951-62 3762 „ f-1961 census figures. 

Ditto. 1952-63 3762 „ 


2. Total inoome from all sources— 


Years 

1948-49 

1949-50 

1960-61 

1961-62 

1962-53 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Income • ••••• 

1,997 

2,640 

2,976 

2,214 

3,032 

3. Total income from rates and taxes— 






Years 

1948-49 

1949-60 

1960-51 

1951-52 

1962-69 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Income 

1,847 

2,940 

2,975 

2,214 

3,032 
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(A) General Information—contd. 

4. Per capita incidence of total inoome— 


Years 

1948-49 

1849-50 

1950-51 

1951-52 

1952-63 

Per C. incidence 

•53 

•7 

•79 

•59 

•82 

6. Per oapita ; incidence of income from taxes— 





t 

Years 

1948-49 

1949-50 

1950-51 

1951-52 

1952-63 

Per C. incidence ..... 

•45 

•7 

•79 

•59 

•82 


(B) 

Details of Income. 




(I) Tax Revenue — 






Heads of inoome 

1948-49 

1949-50 

1960-51 

1951-52 

1952-53 


Rs. 

Rs. 

Rs. 


Rs 

(i) General Property tax 

1,669 

1,608 

1,600 

1,300 

1,604 

(ii) Service taxes (cleaning services 

Nil 

800 

1,200 

700 

1,171 

to private latrines). 



(iv) Octroi and terminal taxes 

78 

72 


52 

16 

(viii) Profession tax 


160 

98 

150 

242 

Total 

1,847 

2,640 

2,975 

2,202 

3,032 


II. Non-tax Revenue — 

(a) Grants from Government— 

(iv) Grants for other perposes ..... 

(i>) Fees, fines, etc. . 

(C) Details of Expenditure. 


Heads of expenditure 

1948-49 


1949-60 


1950-51 


1951-52 


1952 

63 



Rs. 

A. 

r. 

Rs. 

A. 

V . 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

(i) Administration . . 

300 

0 

0 

300 

0 

0 

360 

0 

0 

420 

0 

0 

494 

0 

0 

(ii) “Service” .... 

1,342 

8 

0 

1,692 

0 

0 

2,016 

0 

0 

1,306 

8 

0 

1,725 

0 

0 

(iii) Medical and Public health . 

Nil 



Nil 



23 

0 

0 

61 

0 

0 

Nil 



(iv) Roads and buildings 

•• 



621 

0 

0 

201 

0 

0 

326 

0 

0 

356 

0 

0 

(v) Miscellaneous 
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0 

0 f 

i%3T 

0 

0 

45 

0 

0 

38 

0 

0 

45 

0 

0 

(vi) F.ducation .... 

•• 



• • 



300 

0 

0 

56 

0 

0 

61 

0 

0 

vii) Grant to Nyaya Panchayat . 







100 

0 

0 




255 

0 

0 


Total 


2. Since the statistics and records for the first two 
periods is not available no information could be supplied. 

3. In the finances of the Panchayat tax revenue is 
the main source of income as is readily seen from the 
statistics given above and the incomes derived from 
non-tax revenue are negligibly small. 

4. No information regarding trends and changes 
could be given as the statistical data for the Illrd period 
only is available. 


MEMORANDUM B. 

Notes on Individual Taxes. 

1. General property tax .—'This is a compulsory t 
This tax is recoverable under section 41(1) of the C i- 
and Berar Panchayats Act 1947. It is on all buildings 
and non-agricultural lands within a gram Panchayat 
area by the concerning gram panchayat in accordance 
with the rules and rates prescribed by the State Govern¬ 
ment from time to time. 


5. Whole structure of the tax system has been 
changed by the C.P. and Berar Panchayats Act 1947 so 
as to increase tax revenue. A glance at the total in¬ 
comes during the years 1948-49 and 49-50 to 52-53 will 
show this fact. (In 1948-49 the taxes were imposed in 
accordance with village Panchayats Act 1920.) 

6. The information regarding administration of the 
tax system generally, costs of administration and collec¬ 
tion of taxes, extent of arrears, etc. is eventually given 
in Memorandum B. Lists of defaulters, not paying taxes 
has been sent to the revenue authorities from time to 
time for recovering taxes from them as required under 
section 46 of the C.P. and Berar Panchayats Act 1947. 
The State Government has made a provision under the 
above quoted section for the recovery of the arrears of 
taxes treating it as an arrear on land revenue and asking 
the Deputy Commissioner’s to recover it. 

7. No attempts of evasion are noticed so far. 


(ii) Present assessment is made on a slab basis on tl 
capital value of the holdings as shown below: 

Slabs^ of capital value of the holdings Amount i 
annual tax— 


Rs. 


Rs. 100 to Rs. 300 i 

Rs. 301 to Rs. 500 . . 2 

Rs. 501 to Rs. 1,000 . . 4 

Rs. 1,001 to Rs. 2,000 . . 7 

Rs. 2,001 to Rs. 5,000 . , 15 

Rs. 5,001 to Rs. 10,000 . . 30 

exceeding Rs. 10,000 .... 60 


ino concessions are to be "given. 

a Secti ° n 43 of the C.P. and Berar Panchays 

Act 1947 power to exempt any person or class or persoi 
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in 30 days from the publication of the list. After making 
necessary corrections ordered by the D.C. the gram 
Panchayat has to publish the so-corrected list finally not 
later than 15th February. 

Collection is to be made by the Gram Panchayat 
during the financial year for the whole year or in quater- 
ly or half yearly as it may prescribe. 

(iv) In this Gram Panchayat only one Secretary ifl 
employed and he is responsible for collection of all 
taxes. The cost of collection given below is for the 
collection of all taxes. 


Year 


1948-49 

1949-50 

1950-51 

1951-62 

1952-63 




Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


Cost of oolleotion , 

• 

300 

300 

360 

420 

494 

(cost of adminis¬ 
tration). 

Year 

(v) Receipts 


1948-49 

Rs. 

1,669 

1949-50 

Rs. 

1,608 

1950-51 

hiRs. 

"1,600 

1951-52 

Rs. 

1,300 

1952-63 

Rs. 

1,604 



(vi) Figures showing arrears of each tax separately Total arrears of all taxes at the end of each year are 
could not be given as the same is not worked out fully. however given below. 


from the payment of a tax, toll, or rate payable under 
the said act is delegated to the Gram Panchayats. 

(iii) An assessment is to be made by the Panchayat 
in the month of the October preceding year and an 
assessment list is to published. From the date of pub¬ 
lication of the assessment list within a period of 15 
days objections to assessment can be filed by the persons 
concerned before the Panchayat. After dealing with the 
objections if any and after making necessary corrections 
if any the Gram Panchayat has to republish the list 
before 15th November. Persons agrieved by the assess¬ 
ment can file an appeal with Deputy Commissioner with¬ 


Year 


Arrears 


1949-50 1950-51 

Rs. Rs. 

3,533 3,403 


1951-62 1952-63 

Rs. Rs 

4,500 4,350 


At the end of 1951-52 and 1952-53 the total amount 
of arrears has increased to a great extent. This due 
to the continuous crop failure of the surrounding area 
for the last three years. Help from the revenue authori¬ 
ties was obtained for the recovery of arrears. Yet the 
full recovery was not sought for taking into considera¬ 
tion the financial position of the tax payers. 

(vii) No attempts of avoidance were noticed during 
all these years. 

Section (b )—Replies to questions. 

Question 200.—Since the buildings and non-agricul- 
tural holdings in the villages of this area have no com¬ 
mercial value in rate cases, they are subjected to taxa¬ 


tion by union and provincial under section 9 income tax 
and non-agrieultural assessment of the state. 

The only assessment is the Gram Panchayat hence 
there is no need for more rational system. Since the 
buildings and non-agricultural holdings have no rental. 
value in this area. This gram Panchayat is of the 
opinion that capital values of the property should be 
adopted as the basis for taxation as is in force at pre¬ 
sent in this area. 

Question 201.—This question does not apply to the 
Gram Panchayats. 

Question 203.—The rate of property is on slab basil 
The capital value is the basis of taxation. ' 


Slabs 



No. of assessees 

Total 

valuation 

Tax 

receipts 





Rs. 

Rs. 

1. Exceeding a value of Rs. 100 but below 300 


fPPfft 

. 224 

42,950 

224 

2. Exceeding a value of Rs. 300 but below 500 


* 

149 

58,760 

298 

3. Exceeding a value of 500 but below 1,000 


• 

62 

48,400 

248 

4. Exceeding a value of Rs. 1,000 but below 2,000 . 



52 

82,100 

364 

5. Exceeding a value of Rs. 2,000 but below 5,000 . 


• 

19 

65,600 

286 

6. Exceeding a value of Rs. 5,000 blit below 10,000 . 


• 

10 

82,500 

300 

(2) Service taxes. —This is an optional 

tax. 

This 

objection could be taken to any assessment of this tax 

can be levied by the Gram Panchayat with the approval 

The maximum rates are fixed by the State Government 

of the State Government under section 

42 F. 

No 

The present rates 

are given below:- 

- . 






Rate 

Value of buildings 



per annum 






Rs. 

1. Upto Rs. 100 ...... 

• 

. 

. 


6 

2. Rs. 101 to 1,000 .... 

• 


. 


9 

3 Rs. 1,001 to 10,000 .... 


. 

. 


15 

4. above Rs. 10,000 ...... 


• 


. 

24 


Annual Income derived during last five years 


Year 

1948-49 

1949-60 

1950-51 

1951-62 

1952-63 


Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

Rs. 4. t. 

Income . 

Nil 

800 0 0 

1,200 0 0 

700 0 0 

1,171 0 0 

Expenditure . . . 

1,342 8 0 

1,662 0 0 

2,016 0 0 

1,300 8 0 

1,776 0 0 
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Replies of the Cantonment Board, St. Thomas Mount, to the Questionnaire and 
the Supplementary Questionnaire of the Taxation Enquiry Commission. 


PART VI—LOCAL TAXATION 


As the Board is primarily concerned only with Can¬ 
tonment affairs its views in regard to such matters as 
fall within its purview, are dealt with: — 

Questions 185 and 186.—The Board considers that the 
system of local taxation in India is generally satisfactory 
and that there is no general question of principle in¬ 
volved. 

Questions 187 to 194.—Special problems connected 
with Cantonment Boards and their proximity to urban 
areas have to be kept in mind in regard to any question 
of local taxation. It is not that with reference to every 
locality the same development is seen nor is there scope 
for improvement, either by way of relief of accommoda¬ 
tion pressures or the incentive to new building problems 
or the installation of industries. It is very necessary, 
therefore, especially when many of the directives of the 
Constitution and the requirements of general economic 
developments are common, that the laws that are 
administered in Cantonment areas relating to taxation 
matters should take into account the requirements of 
State legislation in regard to local bodies, in general. 
While identity of a Cantonment Board may have to be 
kept up, the system of taxation and the levels of taxa¬ 
tion should be more or less the same as the surround¬ 
ing areas and that there should not be, in any event, 
any appearance of deterioration. In fact, the Canton¬ 
ment Boards are to set up better standards than other 
surrounding areas, having regard to the needs to which 
area caters. 

It is also necessary that the civil population in 
Cantonment areas owning property and obtaining 
services should not feel that a distinction is made 
between the military and the civil side of the popula¬ 
tion with regard to the taxation and amenities. In this 
view, it may be necessary that for the purpose of 
strengthening finances of the Cantonment Board account 
should also be taken with reference to taxation on 
Government buildings, vehicles, etc., whatever be the 
nature or the method of charge. 

The levels of taxation either on property, profes¬ 
sions, trades, vehicles or other items should, in the case 
of Cantonment Boards, also be on levels commensurate 
with those obtaining in the surrounding State, though of 
course, the power to levy the same tax or less, may be 
left at the discretion of the individual Board. 

Questions 195 to 198.—No comments. 

Question 199.—The Cantonment Board would prefer 
Grants-in-aid in view of their somewhat peculiar entity. 

Questions 200 and 201.—The Board agrees that there 
is need for the different taxes being blended into a more 
rational system. Actually so far as the Cantonment is 
concerned there can be no scope for other taxation like 
Union and States Taxation. The entire taxation must 
be left with the Board both as regards its nature and 
the rate. So far as valuation is concerned it is neces¬ 
sary that a uniform basis of valuation has to be adopted 
and the Board prefers the basis of annual rental value 
to capital value. 

Question 202.—The Board considers that urban 
Immovable property tax should be levied only by the 
local authorities and NOT by the State. 

Question 203.—-The Board is in favour of exempting 
rental values below a particular level. So far as 
vacancies are concerned the present rule of granting 
allowances for vacancies for 60 days and over may be 
retained. As regards owner-occupiers they should also 
be taxed on the same basis as others. Regarding charit¬ 
able or educational trusts and co-operative housing 
societies they have been treated in a favourable way by 
most authorities but the way to help such institutions 
is not to exempt them wholly but to reduce the taxation 
by foregoing a fixed percentage. Regarding new build¬ 
ings, the Board would encourage no levy of taxation on 
properties for the first one or two years but that can 
only be in relation to the property tax and not to service 
taxes. 

Question 204.—The Board suggests that it should be 
progressive but only by way of a slab system as in the 
case of income-tax. 

Question 205.—All local bodies should be empower¬ 
ed to levy property tax without any distinction. The 


local bodies should be empowered to levy the property 
tax having regard to the situation and amenities 
provided. t 

Question 206.—As regards the administrative machin¬ 
ery one thing has got to be said in relation to the 
present system of collection, i.e., that the arrears con¬ 
tinue to mount up and the mere employment of more 
Tax-clerks or other staff does not relieve the situation. 
There should be a greater sense of mutual co-operation 
both on the part of the tax-payers and on the part of 
the Tax-clerks. The Board thinks that the system of 
giving rebate as is done in telephone bills may be re¬ 
sorted to. 

Question 207.—The Service Tax may be collected as 
heretofore but there is no aspect that requires considera¬ 
tion and that it should not be related merely to the 
annual value of the premises. For instance, water, 
drainage and conservancy taxes are connected more with 
population ; the number of people who are housed rather 
than of the annual rental value of the property. As 
already stated in the general observations above. Gov¬ 
ernment properties should not be dealt with differently 
from private properties. Somehow the impression gains 
ground in a layman’s mind that he is paying taxes for 
the benefit of Government properties and this is so. 
particularly in Cantonment areas, where he thinks that 
the Military get all the benefits, etc., without realising 
that it also confers benefits. 

Question 208.—So far as this Board is concerned no 
handing over by the State authorities of cess on land 
revenue has taken place. The suggestion is that these 
items should also be handed over either wholly or in 
part to the Board. 

Questions 209 to 215.—After abolishing the tolls in the 
entire State, the Government of Madras have introduc¬ 
ed the Motor Vehicles Tax and are paying Toll Com¬ 
pensation to local authorities on the basis of the revenue 
derived prior to abolition of the Tolls. The Board does 
not feel that there should be any levy of any Octroi or 
Terminal Tax so far as it is concerned. It is necessary 
that this should be checked up and revived at least once 
in every three years. 

Question 216.—No comments. 

Question 217.—The practice adopted by certain local 
bodies of levying a Pilgrim tax should not be widely 
adopted and if at all it is considered inescapable, the 
pilgTim tax should not be levied on the basis of floating 
population. 

Question 218.—The Board is opposed to the levy of 
Poll Tax. 

Question 219 (a).—No suggestions. 

(b) No. 

Question 220.—The Profession tax should be compul¬ 
sory. The present ceiling figure of Rs. 250 should be 
raised to Rs. 1,000 only in respect of higher income 
Group, whose income is Rs. 5,000 and over per annum, 
while in other cases the limit may be raised on a slab 
system to Rs. 500 per annum. The above recommenda¬ 
tion would be workable only when all the local author¬ 
ities in any State adopt a uniform basis of taxation. 

Question 221.—The Board is not in favour of a 
Theatre Tax being adopted generally, in view of the 
fact that in addition to the Entertainment Tax, it is 
also realising property tax, licence, etc. 

Question 222.—The Board is in favour of betterment 
tax being levied in relation to town improvements. 

Question 223.—Under the provisions of the Canton¬ 
ments Act, the Board is not empowered to levy sur¬ 
charge on transfer of properties, whereas this is per¬ 
missible in Municipalities. It is therefore considered 
that no invidious distinction should be made by debar¬ 
ring Cantonment Boards from exploiting this means of 
augmenting their income. • 

Question 224.—No suggestions. 

Question 225.—No suggestions. 
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Question 226.—It is considered that no distinction 
should be permitted in matters of local taxation between 
Part ‘ A ’ and Part ‘ B ’ States. 

Question 227.—No comments. 

Question 228.—No. 


% 

SUPPLEMENTARY QUESTIONNAIRE 

MEMORANDUM A. 

"General Note on the Finances (including Taxation ) of 
the Local Body ” : 

1. In the early days of British occupation of India 
the then authorities found that certain areas should be 
set apart for reasons connected with security and health 
of the troops and that the areas occupied by the troops 
should be under the general control of the army authori¬ 
ties. For this purpose, St. Thomas’ Mount cum Palla- 
varam was one of the many areas constituted as ‘ Can¬ 
tonment area ’ in the year 1774. 

As days advanced the number of followers increased. 
To provide civil amenities to the troops, civilians were 
allowed to occupy a part of the Cantonment area. It 
was, therefore, found necessary that for purposes of 
maintenance of good order there should be a Law gov¬ 
erning the area. Hence the Government of India 
enacted a separate Law to administer the Cantonment 
area entitled the Cantonments Act. 

The main features of the Constitution and adminis¬ 
trative set up are briefly given below: — 


The Garrison Engineer, the Senior Executive 
Medical Officer and the District Magistrate’s 
Nominee are Ex-Officio Members and four Military 
Officers nominated by OO the Station. Of the seven 
elected members, one is the Vice-President of the 
Board. 

The official majority is only intended to safeguard 
the interests of the Military and does not stand as an 
obstruction to the elected members from exercising (heir 
views in the municipal governance of the civil areas. 
The elected members are allowed to have their voice to 
all matters pertaining to the civil area. 

The Cantonment Board, for the purpose of Municipal 
Taxation Act, 1881, is a Municipal body. With the ex¬ 
ception of certain provisions which are mainly intended 
to safeguard the interests of the troops, there is NOT 
much difference between a municipal act governing, thr 
local body and a Cantonment. 

2. The Budget Estimates are sanctioned by tht 
General Officer Commanding-in-Chief and thereaftei 
the Cantonment Board have got the power to spend th* 
money towards the administration without any let oi 
hindrance except in cases where increase in the strengtt 
of staff or other items for which no provision exists ir 
the Budget Estimates. The expenditure on Cantonmen' 
is dependent on the revenue received by way of tax» 
tion and other sources mentioned in the Act. 

Before World War II, i.e., 1938-39 the total receipt 
and expenditure were as follows: — 

,Rs. a. p. Rb. a. p. 

Receipts 42,169—6—1 Expenditure 42,796—10 0 


This Cantonment is a Class I Cantonment. It con¬ 
sists of 15 Members of which 8 are Officials and 7 
Elected. The OC the Station is the Ex-Officio Pre¬ 
sident of the Cantonment Board. 


Opening 

Balance. 


26,287—2—3 Closing Balance 25,669—14—t' 


68,466—8—4 


During the War and up to 1945-46 (inclusive) :- 


68.466—8— 


1942-43 ;— 
Receipts 

Special Grant-in-aid. 


Rs. 

48,287 

8,314 


1943-4 

Reoeipts .... 
Ordinary and Special Grant-in-aid 


56,681 


60,939 

57,907 


Expenditure 


Expenditure 


Rs. 

62,691 


93,807 


1944-45— 


1,08,846 


Receipts. 69,233 Expenditure . , 86,602 

Special Grant-in-aid .... 21,618 


1945-46— 


80,851 


Receipts 

Special Grant-in-aid 
1946-47— 


64,739 Expenditure 

18,642 

83,481 


79,753 


Recoi P ts . 66,460 Expenditure 

Special Grant-in-aid .... 18,877 


The changes in the budgetary position Loth on the 
receipts as well as on the expenditure side are briefly 
given below: — 

Receipts :— 

Comparing the total receipts before World War II 
with the income during the War, there is a gradual 
increase of 50 per cent. 

During the last 5 years commencing from 1946-47 
to this date, the receipts have increased by 100 per 
cent, over the receipts during the War. 

The reason for the increase of income on property tax 
is due to increase of rents owing to scarcity of accom¬ 
modation as most of the available houses were occupied 
by Military, 


85,337 

After the partition of the Country evacuees came 
from the North occupying all available houses on what¬ 
ever rents the owners demanded. On account of this, 
the tax on properties has increased to nearly double the 
receipts during the War. 

Expenditure :— 

The expenditure during the War increased eoroi- 
derably due to A. R. P. measure undertaken and also 
payment of D. A. to the Staff. 

The expenditure has gone up to three times the pre- 
War days for the Protected Water Supply Scheme in¬ 
troduced in the Cantonment area . Except thi& No 
costly Schemes of beneficial nature have been under¬ 
taken for want of finance. 
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3. (i) From the revenue derived from taxes during 
the last five years, furnished in the *attached enclosures, 
it is evident that there has been a steady increase. This 
is due to increase in the rental values of properties on 
account of scarcity of accommodation and also due to 
increase in the rate of taxation. 

(ii) Nil; (iii) Nil; and 

(iv) The receipts from ‘ non-tax revenue ’ is equi¬ 
valent to half the revenues derived by direct taxes. 

This'income can be augmented if Government allow 
local bodies to undertake commercial enterprises, such 
as, Transport and other undertakings. 

4. Principal Taxes .—Property tax 10 per cent.; Water 
Tax 2 per cent.; Scavenging tax 5 per cent, and V. cz A. 
and Profession tax—on slab system. 

'5. Every effort has been made to increase the receipts 
from taxation. 

The drainage tax of li per cent, on the annual rental 
values of properties was cancelled, w.e.f. 1-9-1946 ; 
and 

Scavenging tax at 5 per cent, was imposed w.e. from 
the same date. 

Water tax at 2 per cent, on the annual rental values 
was levied w.e. from 14 October, 1950. 

6. All possible taxes have been levied to the fullest 
extent and it is not possible to increase the present level 
of taxes any further without causing undue strain upon 
the tax-payers who are already poor and unable to pay 
the taxes. The State Government have not prevented 
the full utilisation of tax resources which the municipal 
councils and local bodies are allowed to levy. 

The State Government have allowed Municipal Coun¬ 
cils and local bodies to levy surcharge of income on 
transfer of properties. This levy has been precluded 
under the provisions of Cantonments Act, 1924. The 
Cantonment Board has been a loser to the extent of 
Rs. 20,000, annually on account of ‘ surcharge of income 
on transfer of properties ’. Hence, it is desirable that 
the taxation Enquiry Commission may please take into 
consideration, in recommending to the Central Govern¬ 
ment, for making suitable amendment to the Canton¬ 
ments Act, 1924, so as to enable the Cantonment Board 
to levy surcharge of income on transfer of properties. 
Without incurring any expenditure, the Cantonment 
Board will be able to realise Rs. 20,000 yearly. 

7. (i) The procedure for the levy of any tax in the 
Cantonment area is contained in Section 61 et seq of 
the Cantonments Act, 1924, which is as under; — 

The Cantonment Executive Officer being Secretary 
of the Board will submit proposal for the levy of any 
tax. 

On receipt of proposal the Board will consider the 
same at a Special Meeting convened for the purpose. 
As soon as the preliminary proposal is accepted the same 
will be published locally inviting objections or sugges¬ 
tions, if any thereto, within thirty days. Thereafter the 
proposal will be placed together with objections or sug¬ 
gestions, if any thereto, before the Cantonment Board 
for consideration. When the proposal is finally approv¬ 
ed, the same will be forwarded to the General Officer 


Commanding-in-Chief, the Command for onward trans¬ 
mission to the Central Government for approval and 
publication in the official Gazette. Thereafter, the Can¬ 
tonment Executive Officer will give effect to the Taxa¬ 
tion Notification. 

(ii) and (iii) Assessment of Property Tax. 

The outdoor officials who are in charge of the pre¬ 
paration of assessment lists will go round the Canton¬ 
ment and compile a statement of rents received and the 
valuation of new buildings or additions or alterations 
made to the existing buildings. 

The Cantonment Board wiff appoint an Assessment 
Committee to scrutinize the lists put up. The recom¬ 
mendations of the Committee on the lists put up before 
them will be placed before the Cantonment Board who 
will provisionally approve the assessment lists. There¬ 
after, a general notice will be published locally under 
Section 67 of the Cantonments Act, 1924, calling for 
objections, if any thereto, within thirty days. 

On receipt of objections, the Committee will go 
through the objections and after hearing the parties, 
in person, will pass their orders. When all the assess¬ 
ment lists are approved and finalised by the Canton¬ 
ment Board, action will be taken by the concerned out¬ 
door staff to prepare bills for service. 

Thereafter, if any person is not satisfied with the 
decision of the Cantonment Board he is empowered to 
file an appeal before the District Magistrate under Sec¬ 
tion 84 of the Cantonments Act, 1924. 

(iv) Collection.—The collection of tax will be carried 
out by the Tax-Clerks who are appointed for the purpose. 

The cost of collection will work out 5 to 6 per cent, 
of the total revenue from tax. Every effort is being 
marie to address the Magistrate to recover the taxes and 
remit to this office under Section 259 of the Canton¬ 
ments Act, 1924. 

8. There is no tax evasion on the part of the public 
in this Cantonment in respect of property tax. Only 
in the case of Profession Tax and Vehicles and Animals 
tax considerable difficulty is being experienced by the 
Cantonment Board as the assesSees leave tne station 
before the expiry of the time-limit prescribed in the 
bills presented to them. According to the present proce¬ 
dure, the persons who are remaining in the Station for 
60 days or more, are entitled to pay tax. These persons 
on receipt of bills do not pay the tax to the Cantonment 
Board before their transfer. It was also not possible to 
find out their addresses. Hence nearly 2 per cent, of 
the tax yearly is written off as the whereabouts of the 
parties could not be ascertained. With a view to avoid 
tax evasion, it is proposed to amend the tax notifica¬ 
tions in respect of time-limit prescribed in the Profes¬ 
sion tax notification from sixty days to thirty days. 

9. In connection with taxation policy of the local 
bodies, the Cantonment Board wishes to state that the 
entire tax levy in a local area should be entrusted by 
the State Government to the local authority and the 
local body, in turn, should remit to the State Govern¬ 
ment, a portion of the tax realized. Dual authority is 
undesirable. 

10. The data called for is enclosed herewith. (Ex¬ 
hibit 1—Replies to Annexure ‘A’). 


1. Population— 

Aa per 1961-Cenaua 

„ 1941-Oenaus 


A.— General information. 


2. Total Income from all sources 
8. Total Income from Rates and Taxes 

4 . Per capita incidence of total incomo 

5. Per oapita incidence of income from 
taxes. 


1948-49 
Rs. A. P. 

1,01,196 0 0 

39,669 11 0 

10-8 

4-24 


1949-60 
Rs. a. v. 

1,18,040 2 0 

49,100 14 0 

12-6 

5-24 


1950-51 
Rs. a. r. 

1,16,887 15 0 

54,980 2 0 

12 5 

5-87 


1951-52 
Rs. a. p, 

1,66,911 11 0 

68,890 9 0 

12-5 

5-15 


13,377 

9,357 

1952-53 
Rs. A. P. 

1,54,452 4 0 

64,222 14 0 

1P5 

4.8 


(Exhibit 1—Replies to Annexure ‘A’.) 
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1048-49 


1949-50 


1950-51 


1951-52 


1952-53 



Rs. A. 

p. 

Rs. 

A. 

P. 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

I. TaX'Rbvbnob — 
















(i) General property tax 

23,118 

15 

0 

26,682 

4 

0 

28,066 

3 

0 

33,287 

3 

0 

30,270 

12 

0 

(ii) Service Taxes (Water, lighting, drain¬ 
















age, conservanoy, eto.)— 
















Conservancy ..... 

11,659 

8 

0 

13,291 

2 

0 

14,032 

10 

0 

15,818 

13 

0 

14,651 

13 

0 

Water Tax ...... 

• • 



.. 



2,500 

0 

0 

6,248 

0 

0 

5,835 

2 

0 

(iii) Local Fund Cesses .... 

Nil 



Nil 



Nil 



Nil 



Nil 



(iv) Octroi and Terminal taxes (to be 

Nil 



Nil 



Nil 



Nil 



Nil 



shown separately). 
















(v) Tolls ...... 

1,616 

0 

0 

1,615 

0 

0 

1,615 

0 

0 

1,616 

0 

0 

1,615 

0 

0 

(vi) Taxes on goods and passengers carried 

Nil 



Nil 



Nil 



Nil 



Nil 



by road or inland waterways. 
















(vii) Taxes on vehicles, animals and boats 

1,172 

12 

0 

2,204 

4 

0 

2,050 

15 

0 

1,976 

2 

0 

1,940 

4 

0 

(via) Profession Tax .... 

2,203 

8 

0 

5,408 

4 

0 

6,716 

6 

0 

9,946 

6 

0 

9,903 

15 

0 

(ix) Theatre Tax (Entertainment tax net 

256 

0 

0 

807 

7 

0 

2,903 

7 

0 

33,580 

4 

0 

15,973 

11 

0 

proceeds). 
















(x) Pilgrim Tax ..... 

Nil 



Nil 



Ni 



Nil 



Nil 



(xii) Other taxes (cesses and rates, to be 
















specified separately). 
















Pounds . 

1,627 

10 

0 

1,464 

11 

0 

1,384 

I 


±,o 15 

12 

0 

1,514 

4 

0 

Hackney carriages .... 

9 

4 

0 

15 

2 

0 

6 

2 

0 

20 

10 

0 

14 

8 

0 

Total op I 

41,662 

9 

0 

51,389 

2 

0 

59,674 

8 

0 

104,307 

2 

0 

81,726 

5 

0 

II. — Non-Tax Revenue : —(a) Grants — 
















(i) for roads and buildings . . . 

Nil 



Nil 



Nil 



Nil 



Nil 



(ii) for eduoation .... 

Nil 



Nil 



Nil 



Nil 



Nil 



(iii) for medioal and public health purposes 

Nil 



Nil 



Nil 



Nil 



Nil 



(iv) for other purposes 

16,795 

0 

0 

30,940 

0 

0 




1,20,000 

0 

0 

30,000 

0 

0 

Total of (a) 

16,795 

0 

0 

30,940 

0 

0 

. . 



1,20,000 

0 

0 

30,000 

0 

0 


(b) Fees, Fines, etc., and (o) M 


isceUaneons — 


Conservanoy fees 

• 



10,714 

0 

0 

„ from troops 


• 


10,957 

0 

0 

Rent from leases 




203 

12 

0 

Rent from lands . 


• 


60 

0 

0 

Sales of trees 


• 


859 

0 

0 

Rent from buildings 




1,129 

4 

0 

Sale of night soil 


* 


2,402 

15 

0 

Fines .... 


• 


873 

4 

0 

Fee from medical institutions 

• 


613 

13 

0 

Markets fees 

• 

• 


534 

9 

0 

Slaughter house fees . 

• 



2,362 

12 

0 

Demand fee 




330 

13 

0 

Copying fees 

• 


a 

72 

4 

0 

Lioences fees 

• 


• 

2,560 

14 

0 

Cattle Shandy feess 

• 


• 

3,020 

0 

0 

Bus Stand fees . 

• 

• 

• 

200 

0 

0 

Numbering f»»* . 

• 

• 

* 

62 

14 

0 

Stamping fees . 

T 

* 

t 

70 

0 

6 


22 finance/55 


12,901 

0 

0 

14,348 

3 

0 

12,703 

4 

0 

17,015 13 

0 

24,728 

7 

0 

14,715 

10 

0 

15,414 

2 

0 

23,368 0 

0 

432 

15 

0 

221 

3 

0 

365 

7 

3 

433 2 

6 

50 

0 

0 

141 

0 

0 

86 

13 

0 

50 0 

0 

1,383 

0 

0 

719 

8 

0 

627 

8 

0 

429 4 

• 

1,621 

0 

0 

1,416 

6 

0 

1,493 

7 

0 

1,166 12 

0 

2,164 

8 

0 

2,402 

9 

0 

2.642 

0 

0 

2,781 5 

0 

405 

12 

0 

393 

10 

0 

61 

6 

0 

190 0 

0 

1,301 

8 

0 

1,474 

14 

0 

1,550 

13 

0 

2,064 1 

0 

609 

12 

0 

593 

10 

0 

637 

8 

0 

618 6 

6 

2,426 

6 

0 

2,704 

10 

0 

3,105 

8 

0 

3,077 0 

0 

447 

9 

0 

554 

4 

0 

541 

14 

0 

546 13 

0 

81 

8 

6 

103 

12 

0 

68 

8 

0 

49 8 

0 

5,434 

10 

0 

3,700 

5 

0 

2,841 

10 

0 

3,187 7 

0 

3,225 

0 

0 

7,620 

0 

0 

5,400 

0 

0 

10/131 0 

0 

255 

0 

0 

311 

0 

0 

326 

0 

0 

300 0 

0 

106 

6 

0 

120 

9 

0 

107 

14 

0 

142 12 

6 

86 

0 

0 

417 

0 

0 

941 

IS 

0 

850 0 

6 


M 
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1948-49 


1949-60 


1960-51 


1961.52 


1952-53 



Rs. 

A. 

P. 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

Rs. 

A. 

P. 

II.— Non-tax Revenue — conld. 
















(b) Fee*, Fines, etc., and (o) Misctlaneous — contd. 















Sale of books, eto. .... 

12 

0 

0 

13 

n 

0 

12 

5 

0 

16 

10 

0 

f 0 12 

0 

Penal interest ..... 

17,899 

12 

0 

380 

0 

0 

620 

0 

0 

1,720 

7 

9 

3,871 

0 

0 

Contribution half pay of CEO. • . 

1,611 

0 

0 

4,630 

15 

0 

1,447 

9 

0 

•• 



•• 



Contribution from other sources . 

•• 



750 

0 

0 

•• 



250 

0 

0 

250 

0 

0 

Advanoes ...... 

•• 



*• 



•• 



•• 



•• 



Premia on leases ..... 

•• 



470 

0 

0 

550 

0 

0 

1,076 

0 

0 

•• 



Sale of old materials. ... 

77 

0 

0 

26 

0 

0 

40 

0 

0 

9,226 

0 

0 

407 

0 

0 

Prooeeds from licences 

38 

6 

0 

570 

0 

0 

496 

8 

0 




•• 



Grazing fees ..... 

2,688 

4 

0 

2,350 

1 

0 

2,023 

0 

0 

2,100 

0 

0 

1,825 

0 

0 

Total of (6) & (e) 

69,633 

8 

0 

66,651 

0 

0 

57,213 

7 

0 

62,604 

9 

0 

72,726 

15 

0 

GRAND TOTAL 

1,18,991 

1 

0 

1,54,980 

2 

0 

1,16,887 

15 

0 

2,92,911 

11 

0 

1,84,452 

4 

0 


C.- 

-Details or Expenditure. 










Rs. 

A. 

p. 

Rs. 

A. 

Pe 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

(i) Administration .... 

26,361 

6 

0 

22,469 

6 

0 

21,721 

12 

0 

20,779 

15 

0 

21,269 

13 

0 

(ii) Service, etc. ..... 

60,437 

9 

0 

72,275 

1 

0 

1,10,965 

7 

0 

2,47,617 

6 

0 

78,120 

3 

0 

(iii) Medical and Public Health 

7,338 

4 

0 

7,647 

3 

0 

9,907 

8 

0 

10,180 

16 

0 

12,594 

0 

0 

(iv) Roads and Buildings 

14,161 

2 

0 

16,780 

7 

0 

11,601 

1 

0 

10,958 

10 

0 

12,670 

1 

0 

(v) Miscellaneous . 

3,418 

0 

0 

4,345 

9 

0 

4,950 12 

0 

10,804 

6 

0 

30,873 

4 

0 


1,11,706 

6 

0 

1,28,517 

10 

0 

1,59,146 

8 

0 

3,00,241 

4 

0 

1,56,433 

6 

0 


MEMORANDUM B. 

Part I—List of Local Taxes 


fair standard of civic administration as defined in Sec¬ 
tion 116 et seq of the Cantonments Act, 1924. 


(1) Taxes on Advertisements. 

No Advertisement Tax was levied by this Board till 
now. The question of levying advertisement tax m 
the near future is under the active consideration of this 
Cantonment Board. Under Section 60 of the Canton¬ 
ments Act, 1924, the Cantonment Board is empowered 
to levy with the previous sanction of the Central Govern¬ 
ment, any tax which under any enactment for the time 
being in force in any Municipality in the Province. 

Since no provision appears in the District Municipal¬ 
ities Act of 1920, Part III—Taxation and Finance, the 
Inspector of Municipal Councils and Local Boards, 
Government of Madras, has been asked to state whether 
under any recent order, the Municipalities have been 
allowed to levy advertisement tax, on receipt of which 
information in the affirmative action will be taken for 
the levy of Advertisement Tax in the Cantonment area 
with the previous sanction of the Central Government. 

Since this tax was not previously imposed, it cannot 
be definitely stated as to the amount of tax that could 
be realised annually. However, if the tax is introduced, 
it is anticipated that about Rs. 2,000 will be realised 
annually. The work of collection can be carried out 
without incurring extra expenditure as the staff engaged 
for the collection of property tax will be able to realise 
this tax also. 

The rate of levy of advertisement tax will be on the 
rates prevailing in the neighbouring municipalities or 
Corporation. 

It is not advisable to Introduce different rates of 
taxation as it will adversely affect the income. 


General Property tax is intended to meet the expen¬ 
diture required for general purposes. 

Property tax is levied at 10 per cent, on the annual 
rental value of buildings and lands in the Cantonment 
area. 

From the figures given in the enclosure, (Exhibit 1 in 
replies to Annexure ‘ A ’) it will be seen that the in¬ 
come from Property Tax excluding the Special Grant- 
in-aid sanctioned by the Central Government for pro¬ 
tected water supply scheme during the last 5 years, 
there is a general increase. This income can be kept 
steady provided essential amenities such as, electric 
lights, and protected water supply is introduced on a 
permanent basis. The tax is dependent on the annual 
rental value which buildings or lands fetch from year 
to year. The property tax cannot be kept steady and 
it depends on so many outside factors such as, economic 
condition of the people living in the Cantonment area, 
taxable capacity of people and class of persons residing 
in the Cantonment area. The present increase cannot 
be deemed to be a permanent feature and there might 
be a sudden decline in revenue the moment the cost' 
of living index comes to normal as in the pre-war days. 

After 1-8-47, vide Government of India, Defence 
Department Notification No. 2030, dated the 2nd August, 
1947, the property tax was increased from 8i per cent 
to 10 per cent. This increase in the rate of tax was 
necessitated by the increase in the expenditure on 
account of payment of D.A. to the staff and other items 
of expenditure. 

The present rate of levy of property tax is at 10 per 
cent, based on the annual rental value of property and 
not on a slab basis as in the case of income tax. 


Trends in receipts cannot be stated by this Board as 
this tax is not in force in the Cantonment at present. 

(2) General Property Tax & Service Taxes, 
Property tax: — 

The object of levying any tax by a local body is to 
meet the expenditure required for the maintenance of a 


The Cantonment Board suggests that it should be 
progressive but only by way of a slab system as in the 
case of income-tax. 

A list showing the total number of assessees* and 
total valuation of the tax receipts (showing the arrears) 
rn each year outstanding on 1st April and) the estab¬ 
lishment charges are enclosed herewith (Exhibit 21 
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It will be seen from the list that the arrears out¬ 
standing on 1st of April each year will vary l/5th 
to l/3rd. 

After exhausting the procedure laid down in Sec¬ 
tion 90 et seq of Cantonments Act, 1924 action is being 
taken every year to recover the arrears by addressing 
the Magistrate under Section 259 ibid. 

The re^on for the huge arrears outstanding every 
year is due to lack of amenities provided for want of 
funds. 


The service tax should not be mixed up with property 
tax. For instance water, drainage and scavenging taxes 
are mainly connected more with population ; the num¬ 
ber of people who are housed rather than on the annual 
rental value of the property. 

Drainage Tax was levied at li per cent, on the 
annual value of properties, w.e.f., 28-3-1936. It was in 
force up to 31-8-46 and cancelled (G. O. No. 1196). 

Receipts on account of Drainage Tax during the 1st 
half year of 1946-47 was Rs. 1,015. 


The collection charges are invariably 1/ 10th of the 
total income from taxes. 

There cannot be any evasion in the case of property 
tax. 


The expenditure involved:—1946-47—Rs. 5,753; 
1947-48—Rs. 5,287; 1948-49—Rs. 2,064 ; 1949-50— 

Rs. 1,924 ; 1951-52—Rs. 3,299 ; 1952-53—Rs. 3,119. 

—Lighting Tax is not in force. Rate nil. 


The general trend of receipts show upward direction, 
while the arrears are on the increase side. 

As regards the administrative machinery one thing 
has got to be said in relation to the present system of 
collection, i.e., that the arrears continue to mount up 
and the mere employment of more tax-clerks or other 
staff cannot relieve the situation. There should be 
greater sense of mutual co-operation between the tax¬ 
payers and the tax-clerks. The Board considers that 
the system of giving rebate as is done in telephone bills 
may be resorted to. 

The additional receipts if properties belonging to the 
State and Central Governments are made liable to the 
property tax, will be nearly Rs. 40,000 annually. 


Expenditure (lighting on street) :—1946-47— Rs. 3,200 l 
1947-48—Rs. 3,650 ; 1948-49—Rs. 3,335 ; 1949-50— 

Rs. 4,650 ; 1951-52—Rs. 5,152 ; 1952-53—Rs. 6.278 ; 1953- 
54—Rs. 9,800. 

In the case of protected water supply, instead of 
Water Tax on the annual value of property, water rate 
should be levied. 

The person who consumes large quantity of water 
will be required to pay more. 

It will be unreasonable to make all those people who 
do not consume equal quantity of water to pay on an 
equal footing with others who consume more quantity 
of water. 


Since a local body is primarily intended to provide 
civic amenities to all people including Military per¬ 
sonnel, it is unfair that the civil population alone should 
be made to bear the brunt of tax in the Cantonment 
area. 

The Board suggests that all local bodies should be 
empowered to levy tax on Government buildings or the 
Boards should be allowed to claim compensation in lieu 
of property tax to the extent of the loss sustained by 
local bodies. 

Service Taxes 

This Board has levied the following Service taxes :-=- 

(i) Scavenging tax at 5 per cent, on the annual 

rental of properties, vide Gazette Notification 
enclosed herewith (w.e.f. 31-8-46). 

(ii) Water tax at 2 per cent, on the annual rental of 

properties, vide Notification enclosed herewith 
(w.e.f. 14-10-50). 

A statement showing the income and expenditure on 
each of the service rendered is furnished below: — 


The Cantonment Board considers that the consoli¬ 
dated tax inclusive of service tax is undesirable. 

W.e.f. 14-10-50 water tax at two per cent, was im¬ 
posed in the Cantonment area. 

The statement showing the receipts and expenditure 
is furnished below: — 



Receipts 

Expenditure 


Rs. 

Rs. 

1950-51 

. 2,500 

11,047 

1951-52 

. 6.248 

8,824 

1952-53 

. 5.835 

6,643 

1953-54 

. 5.000 

7,932 


It will be seen from the aforesaid figures that the 
expenditure is more than the receipts. With a view 
to meet the excess expenditure incurred, the Canton¬ 
ment Board have framed bye-laws under clauses 32, 33 
and 34 of Section 282 read with Section 283 of the Can¬ 
tonments Act for the levy and collection of water charges 
from the paying consumers: — 

The rate will be regulated on the basis of expenditure 
Involved once in three years. 


Year. 

Amount re¬ 
ceived from 
local Civil 
Total and Military 

receipts from under Sec. 98 
taxation, of the Cantts. 

Act, 1924 for 
servicos 
rendered. 

Total 

revenue. 

Expenditure. 


Rs. 

Rs. 

Rs. 

Rs. A. P. 

2/1946-47 

4,575 

22,825 

27,400 

35,476 14 0 

1947-48 

9,225 

22,465 

31,670 

39,578 10 0 

1943-49 

11,559 

23,500 

34,059 

53,266 0 0 

1942-50 

13,291 

39,800 

53,091 

45,980 0 0 

1950 51 

14,032 

31,500 

45,532 

46,653 0 0 

1951-52 

15,819 

30,700 

46,519 

66,394 0 0 

1952 53 

14,052 

43,800 

58,452 

52,948 0 0 

1953-54 

15,000 

38,029 

53,029 

64,756 0 0 


It will be seen from the abovementioned figures that 
the cost of rendering conservancy services is very nearly 
equal except for one or two years. 


In the opinion of the Cantonment Board, the levy of 
any service tax on the basis of annual rental value will 
adversely affect the big house owners who do not obtain 
more service or benefits over the others who pay less 
tax. Since the service taxes are directly connected with 
the population the tax should be so regulated that it 
will have equal effect upon the population who get the 
benefit from the service tax. In the case of service 
tax the Cantonment Board suggests that it should be on 
a slab basis. 

If the income from the service tax is not adequate 
to meet the expenditure the only course open is to in¬ 
crease the tax on the basis of services rendered. 

(3) Local Fund Cesses 

So far as this Board is concerned no handing over 
by the State authorities of cess on land revenue has 
taken place. The suggestion is that these items should 
also be handed over either wholly or in part to the 
Board. There should be one agency to collect tax in 
the local area. Dual control is always undesirable. The 
suggestion is that the State Government should empower 
the local authority to collect land cesses in respect of 
State lands on condition that 25 per cent, of the cess 
collected is made over to the Government. 

(4) Octroi/Terminal Taxes 

After abolishing the tolls in the entire State, the 
Government of Madras have introduced the Motor 
Vehicles Tax and are paying toll compensation to local 
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authorities including Cantonment Boards situated within 
the State on the basis of the revenue derived prior to 
the abolition of the tolls. 

The Board does not feel that there should be any 
levy of any Octroi or Terminal Tax so far as this Board 
is concerned. 

As the number of taxable vehicles in the Canton¬ 
ment area have increased compared to the previous 
figures furnished to the State Government prior to the 
abolition of tolls, the Cantonment Board feels that the 
payment of contribution on the basis of previous figures 
is unfair and unreasonable. 


(11) Profession Tax. 

The profession tax is not levied on the basis of pro¬ 
fession but on the basis of income received by way of 
profession, art, trade, or calling or holding any appoint¬ 
ment or pension who are in receipt of incomes or from 
investments or money-lending or any source other than 
houses and lands. 

The tax i s levied on the basis of a slat/of income 
with different rates for different slabs. 

The number of assessees in each slab and the total 
income is furnished in the ‘ Exhibit 4 ’ (see pp. 191 - 94 ;, 


It is necessary that this should be checked up and 
revised at least once in every three years. This Board 
cannot offer any remarks as NO such Octroi or Terminal 
Tax were introduced in the Cantonment area. 


l5) Taxes on Goods & Passengers Carried by Road or 
on Inland Waterways 

It is most undesirable so far as this Board is con¬ 
cerned, to levy tax on goods entering the Cantonment 
as it will adversely affect the full flow of goods into the 
Cantonment and adversely affect the people from get¬ 
ting goods at cheaper rates. 


oince Cantonment area is under the administrative 
control of the Central Government the State Govern¬ 
ment have no authority to impose any condition. 

The Cantonment Board is empowered to impose pro¬ 
fession tax to the maximum limit of Rs. 250 prescribed 
m the Constitution Act of India, vide Section 276 wilh- 
nl °J hindrance either by the State Government or 
"'f, , entra Government. The remarks relating to the 

referfi°n\h"s ca°se a r iso matterS regarding ‘ Pr0perty taX ’ 


(12) Theatre Tax. 


(6) Pilgrim Tax 

The practice adopted by certain local bodies of levy¬ 
ing a pilgrim tax should not be widely adopted and if 
at all it is considered inescapable, the Pilgrim Tax should 
not be levied on the basis of floating population. The 
Cantonment Board suggests that pilgrims who visit this 
town temple under the administrative control of Endow¬ 
ment Board should be made to pay pilgrim tax to the 
temple authorities who in turn should refund the amount 
collected. 

(7) Tax on Floating Population. —Not desirable. 

(8) Poll Tax 

The Cantonment Board is opposed to the levy of 
Poll Tax. 

(9) Taxes on Vehicles, Animals and Boats. 

A statement showing the tax collection for each type 
of vehicle, and animal is enclosed herewith (Exhibit 3 
pp. 18&-91). 

In exercise of the powers conferred under Section 
60 of the Cantonments Act, 1924, the Cantonment Board 
has levied V. & A. Tax in the Cantonment area, vide No¬ 
tification enclosed herewith. It will be seen from the 
figures given in the statement that there is not much in¬ 
crease or decrease during the past eight years. 

The rates are levied on the basis of rates prevailing 
in the neighbouring municipalities or local bodies. 

It is most undesirable that there should be two 
different kinds of rates in the Cantonment area and the 
neighbouring municipalities as it will adversely affect 
the municipalities or Cantonment where the rates are 
higher. The common man will always like to go to tire 
place to obtain licence where the rates are cheaper. 


. , u xavuiu cm. ct xxeaire lax reins 

to°t P hp d pnfp n T aliy ’ Y iew . of the fact that in addition 
fa^ 6I ?^ ertaini ? en t tax » is also realising property 
tax and licence fee from the theatres. 

In Madras Province instead of Theatre Tax, the State 
thpTr r n£? nt bav< L lntr °duced entertainment tax. In 

1945 ?he e st£tP r leSS ’ 694 Re u venue - dated, 4th April, 
j ’ .. e .ate Government have ordered that after 
deduction of 10 per cent, for collection charges the entire 
proceeds from the entertainment tax should be assigned 

collated Henop eS tv 1 W1 n m f Wh0Se jurisdiction the tax is 
Hence the Cantonment Board considers thpf 

pr,ce *** which ,he “ s “" 

.» loiVfaLT^tii &2?ssPUttS 

, ce2°« n ,ir t .fX? e d the Board " 

(13) Town Improvement and othe ‘Betterment Taxes . 

meiri ^ ette ™ ent tax is levied in the Canton¬ 
being levied 2l£K g ^ 

expenditureffor im^ovemerft*of* mt etlded t0 cover the 
be included for the construction of hols^. Pr0P ° Sed t0 

(14) Other Taxes (not covered by the above) •— 

-airJhsssss «>; 

cs b,e & •«££&£ 

Should be made by debl^ 

exploiting this means of aug^enUnf Slnfoma ^ 


The collection is carried out by the Tax-Clerks who 
are engaged for the collection of property tax and no 
additional expenditure is involved in this case. 

The receipts show that there is no decline in the 
receipts. 

Arrears: There is always accumulation of arrears 
of V. & A. Tax owing to the unwillingness of the parties 
to pay the tax. 

In some cases there is evasion also. The Cantonment 
Board are taking the utmost care to collect the taxes 
by addressing the Magistrate under Section 259 of the 
Cantonments Act. 1924. 


(10) Tolls. 

In Madras Presidency the State Government have 
abolished tolls and return for the loss sustained by the 
local body, the State Government compensate them from 
out of the amount received by the introduction of Motor 
Vehicles Taxation Act, 1939. No loss is sustained bv 
the Cantonment Board as no tolls were introduced in 
the Cantonment area. 


-~ XT* Vy . 

tion Se of °serv^ T ta e xS° a 1he CO rp S si der f S £ at + with the excep- 

utilised for general pu^es t3X6S should be 

9. Yes. 

10. In the interests of the economv nf „ 

only further extension in the public utilitv ™ C0Unt . ry 
such as, tramways, buses, transit byte/ 
emment is desirable. It may not be advi^hio i , Y* 
on large scale industries to br^dertS hv ^ht ^ 
Government. It will not be ^Sribfe for^the Stitt 
Government to run efficiently when compared tnfhf 
private enterprise. However thp nri™ , to the 

be under the control of Government. ° ntro should 

11. The new surplus should be carried to a r 

financing projects of development or reinvest f^ r 
projects concerned. reinvest m the 

15 and 16. No. 

. J 7 : This .Board is unable to offer any remarks 
industry exists in the Cantonment area remarks as no 



34. (a) The property may be valued on the basis of 
the latest transfer of properties by sale effected and 
registered in the Sub-Registrar’s Office. 

(b) The property may be valued on the basis of th6 
latest transfer of properties by sale effected and re¬ 
gistered in the Sub-Registrar’s Office. 

(c) to $ No remarks. 

The levy of tax in respect of items mentioned in 
items (a) to (/) will add considerable revenue to the 
State Exchequer. 

36 and 38 (Part I)—No remarks. 

153 to 159 : No remarks. 168 to 171: No remarks. 

185 and 186. The Board considers that the system of 
local taxation in India is generally satisfactory and that 
there is no general question of principle involved. 

187 to 194. Special problems connected with Canton¬ 
ment and their proximity to urban areas have to be 
kept in mind in regard to any question of local taxation. 
It is not that with reference to every locality the same 
development is seen nor is there scope for improve¬ 
ment, either by way of relief of accommodation pres¬ 
sures or the incentive to new building problems or the 
installation of industries. It is very necessary, there¬ 
fore, especially when many of the directives of the Con¬ 
stitution and the requirements of general economic 
developments are common, that the laws that are 
administered in Cantonment areas relating to taxation 
matters should take into account the requirements of 
State legislation in regard to local bodies, in general. 
While identity of a Cantonment Board may have to be 


kept up, the system of taxation and the levels of taxa¬ 
tion should be more or less the same as in the surround¬ 
ing areas and that there should not be, in any event, 
any appearance of deterioration. In fact, the Canton¬ 
ment Boards are to set up better standards than the 
surrounding areas, in view of the fact that troops are 
stationed therein. 

It is also necessary that the civil population in Can¬ 
tonment areas owning property and getting services 
should not feel that a distinction is made between the 
military and the civil side of the population with regard 
to the taxation and amenities. In this view, it may be 
necessary that for the purpose of strengthening finances 
of the Cantonment Board account should also be taken 
with reference to taxation on Government buildings, 
vehicles, etc., whatever be the nature or the method of 
charge. 

The levels of taxation either on property, professions, 
trades, vehicles or other items should, in the case of 
Cantonment Boards, also be on levels commensurate 
with those obtaining in the surrounding State, though, 
of course, the power to levy the same tax or less, may 
be left at the discretion of the individual Board. 

195 to 198. No comments. 

199. The Cantonment Board would prefer Grants-in- 
aid in view of their somewhat peculiar entity. 

224 to 228. No comments. 

226. It is considered that no distinction should be per¬ 
mitted in matters of local taxation between Part ‘ A ' 
and Part ‘ B ’ States. 


MEMORANDUM D. 

No remarks to offer. 


EXHIBIT 2.—Property tax. 



Year 




Total No. 
of houses 
assessed 

Total valua¬ 
tion of tax 
receipts 


Receipts 


Arears 



Cost of* 
collection 
(of taxes) 


- 







Rs. 

A. 

p. 

Rs. 

A. 

P. 

Rs. 

A. 

p. 

Rs. A 


p. 

1946-47 

. 

• 

• 


1498 

1,82,909 

8 

0 

21,106 

0 

0 

3,064 

0 

0 

2,378 

0 

0 

1947-48 

• 




1515 

1,89,996 

0 

0 

27,675 

0 

0 

3,077 

0 

0 

2,312 

0 

0 

1948-49 

• • 

• 



1519 

2,23,503 

0 

0 

34,678 

7 

0 

6,359 

0 

0 

2,430 

0 

0 

1940-50 

• 9 • 

9 



1578 

2,92,343 

0 

0 

39,873 

6 

0 

10,763 

0 

0 

2,094 

0 

0 

1950-51 

• « • 

• 



1586 

3,13,278 

0 

0 

44,697 

13 

0 

16,833 

0 

0 

3,162 

0 

0 

1951-52 

• • • 

• 



1596 

3,26,641 

0 

0 

65,354 

0 

0 

14,470 

0 

0 

4,014 

0 

0 

1952-53 

» » » 

■ 



1619 

3,38,981 

0 

0 

50,763 

11 

0 

18,433 

0 

0 

4,293 

0 

0 


* Includes property, vehioles and animals, and service taxes. 


EXHIBIT 3.—Vehicles & ayimals tax. 


Year 


Nature of vehicles or 
animal assessed 


Including Previous Years 

- i A. 

Total Tax Total Arrears 

Nob. assessed reoeipts 


Rs. Rs. 


(a) 

Cycles . 



• 

• 


- 

450 

450 

0 

0 

— 

— 


Rickshaws 


• 

• 

• 


• 

25 

100 

0 

0 

— 

. _ 


Carts . 


• 

• 

9 


• 

30 

160 

0 

0 

— 

_ 

( b) 

Dogs . 


• 

• 

• 



160 

161 

0 

0 

— 

_ 


Horses . 


9 

• 

. 


- 

24 

120 

0 

0 

— 

- ■ 


Bulls . 


« 

9 

• 


* 

48 

96 

0 

0 

— 



Pigs 


• 

9 

•- 


9 - 

10 

10 

0 

0 

— 

— 

m 

Boats 


• 

• 

* 


9 

Nil 

1,077 


1,094—10 

153 12 
















tgo 

EXHIBIT 3 —Vehicles and Animals Tax— c ontd . 


1947-48 


1918-19 


1949-00 


1950-51 


1951-52 




Nature of vehioles 
or animal assessed 




Total 

Nos. 

Tax 

assessed 


Including Previous Years 

t - ^ 

Total Arrears 

receipts 










Rs. 

A. 

p. 

Rs. A. p. Rs. A. P. 













t 

• (a) 

Cycles 

* 






425 

425 

0 

0 

— — 


Rickshaws 

• 






24 

96 

0 

0 

— — 


Carts 

. 






28 

140 

0 

0 

— — 

(6) 

Dogs 

• 






160 

160 

0 

0 

— — 


Horses 

• 






15 

84 

0 

0 

— — 


Bulls 

• 






32 

64 

0 

0 

— _ 


Tigs 

• 






12 

12 

0 

0 

— — 

(c) 

Boats 

• 






Nil 




— — 









Total 

981 



870 0 0 — 

. (a) 

Cycles 

* 






630 

530 

0 

0 

— — 


Rickshaws 

• 






36 

144 

0 

0 

— — 


Carts 







35 

175 

0 

0 

— — 

(b) 

Dogs 

• 






215 

215 

0 

0 

— 


Horses 

* 






32 

192 

0 

0 

— — 


Bulls 







46 

92 

0 

0 

— — 


Tigs 

• 





• 

15 

16 

0 

0 

— — 

(«) 

Boats , 

* 




* 

• 

Nil 

•• 












Total . 

1,363 


1,172 12 0 667 8 

. («) 

Cyoles . 

• 




is* 1 j 

• 

883 

883 

0 

0 

— __ 


Riokshaws 

• 





• 

35 

140 

0 

0 

— — 


Cart' 

. 




• 

• 

130 

646 

0 

0 

_ — 

('-) 

Dogs 





• 

• 

384 

384 

0 

0 

— — 


Bulls 





• 

• 

106 

212 

0 

0 

— _ 


Horses , 

* 




• 

• 

33 

198 

0 

0 

"" • * 


Pigs 

• 




• 

• 

13 

13 

0 

0 


(cj 

Boats 

• 





• 

Nil 













Total . 

2,476 



2,204 4 0 826 7 

. (a) 

Cycles . 






• 

933 

933 

0 

0 

— — 


Rickshaws 

• 




• 

• 

14 

56 

0 

0 

— — 


Carts 

• 




• 

* 

105 

525 

0 

0 

— — 

(&) 

Dogs 

• 




• 

• 

279 

279 

0 

0 

_ — 


Horses 

• 



• 

• 

• 

27 

142 

0 

0 

— — 


Bulls 

• 



• 

• 

• 

82 

164 

0 

0 

— — 

(c) 

Boats 

- 


• 

• 

• 

• 

Nil 




— — 









Total . 

2,099 



2,050 15 0 731 0 

• (a) 

Cycles 

. 


• 


• 

• 

744 

744 

0 

0 

— — 


Rickshaws 

• 


• 

• 

• 


17 

68 

0 

0 

— — 


Carts . 

• 


• 

• 

• 

• 

86 

430 

0 

0 

— — 

(*) 

Dogs 

• 


• 

• 

• 

• 

220 

220 

0 

0 

— — 


Horses 

• 


• 



» 

21 

114 

0 

0 

— — 


Bulls 

• 



• 


• 

64 

128 

0 

0 

— — 

<c) 

Boat3 

• 



A 


• 

Nil 

•• 












, Total . 

1,706 



1,976 2 0 239 0 
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EXHIBIT 3 —Vehicles and Animals Tax— concld. 


Inoluding Previous Years 


Year 


Nature of vehicle 
or animal assessed 



Total 

Nos. 

Tax 

assessed 

< - 

Total 

receipts 

' ' " ^ 
Arrears 









Rs. A. 

p Rs. A. P. 

Rs. A. P. 

1952-53 . » . (a) 

Cyoles 



. 



1,026 

1,026 0 

0 .. 



Rickshaws 



• * 



19 

76 0 

0 .. 



Carts 



. 



79 

395 0 

0 .. 


(6) 

Dogs 



• 



250 

250 0 

0 .. 



Horses 



• 



21 

108 0 

0 .. 



Bulls 



• 



77 

154 0 

0 .. 


(6) 

Boats 



• 



Nil 

• • 










Total . 

2,009 

1,940 4 0 

189 0 0 


(Toll Compensation) (Theatre Tax) 

Tolls receipts Entertainment Tax Receipts 


Rs. a. p. Rs. A. P. 

1946- 47 . 1,204 14 0 Nil 

1947- 48 2,050 14 0 2,816 3 0 

1948- 49 1,616 0 0 266 0 0 

1949- 60 1,615 0 0 808 7 0 

1960- 61 .fe|§£ 1,615 0 0 2,903 7 0 

1961- 52 1,615 0 0 33,580 0 0 

1952- 53 .jj; 1,616 0 0 15,973 11 0 

1953- 54 . 1,615 0 0 16,973 0 0 


EXHIBIT 4— Profession tax. 

1946-47 




Total No. 

Tax assessed 


Total income 


Reoeipts 

Arrears 

Class 



of persons 



assessed 



(inoluding 

during the 




assessed 






arrears or 

year u/r 










previous years) 






Rs. A. 

P. 

Rs. 

A. 

p. 

Rs. A. P. 

Rs. A. F. 

1, Rs. 9,600 & above 



. . 



.. 



•• 

« • / 

2. Rs. 7,800 to 9,600 



3 

54 0 

0 

24,360 

0 

0 



3. Rs. 6,000 to 7,800 



3 

39 0 

0 

19,000 

0 




4. Rs. 4,200 to 6,000 . 



17 

153 0 

0 

78,368 

0 

0 



6. Rs. 3,000 to 4,200 



3 

18 0 

0 

10,416 

0 

0 



6. Rs. 1,800 to 3,000 



18 

64 0 

0 

36,484 

0 

0 


« • 

7. Rs. 1,200 to 18,000 . 



73 

146 0 

0 

95,675 

0 

0 


• * 

8. Rs. 600 to 1,200 



275 

275 0 

0 

2,81.846 

0 

0 



9. Rs. 300 to 600 



804 

402 0 

0 

3,12,980 

0 

0 


• • 




Total 

1,141 





1,817 8 0 

862 

Compensation from Mily. personnel 


• 

• 


• 

• 


. 2,006 8 0 

a • 
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EXHIBIT 4 — PROrsssiON Tax— contd. 


Total No. 
of persona 
assessed 


Tax 

assessed 


Total 

inoome 

assessed 


Including Previous Years 

.. - 

Receipts Arrears 


1947.48 


Same rates as in 46- 

1. Rs. 9,600 and above . 

2. Rs. 7,800 to 9,600 

3. Rs. 6,000 to 7,800 

4. Rs. 4,200 to 6,000 

6. Rs. 3,000 to 4,200 

6. Rs. 1,800 to 3,000 

7. Rs. 1,200 to 1,800 

8. Rs. 600 to 1,200 

9. Rs. 300 to 600 


Compensation from Military personnel 



Rs. 

a. : 

p. 

Rs. 

A. 

p. 

6 

125 

0 

0 

48,500 

0 

0 

1 

18 

0 

0 

8,800 

0 

0 

16 

208 

0 

0 

42,000 

0 

0 

26 

205 

0 

0 

1,25,636 

0 

0 

12 

72 

0 

0 

43,200 

0 

0 

41 

123 

0 

0 

86,100 

0 

0 

88 

176 

0 

0 

1,14,400 

0 

0 

400 

400 

0 

0 

3,58,345 

0 

0 

660 

330 

0 

0 

3,29,500 

0 

0 


Total 


Rs. a. ?. Rs * A ‘ p 


1,793 2 0 1,006 0 o 

776 8 0 


1948-49 


Same rates as in 46-47 


1. Rs. 9,600 and above .... 

6 

150 0 

0 

55,200 

0 

0 

• • 


• • 

2. Rs. 7,800 to 9,600 .... 

6 

108 0 

0 

48,735 

0 

0 

• • 


• • 

3. Rs. 6,000 to 7,800 .... 

14 

182 0 

0 

91,346 

0 

0 

• • 


• • 

4. Rs. 4,200 to 6,000 .... 

32 

288 0 

0 

1,64,836 

0 

0 

• • 


•• 

5. Ra. 3,000 to 4,200 .... 

20 

120 0 

0 

72,340 

0 

0 

• • 


• • 

0. Rs. 1,800 to 3,000 .... 

71 

213 0 

0 

1,56,200 

0 

0 

• • 


• « 

7. Ra. 1,200 to 1,800 .... 

105 

270 0 

0 

1,57,800 

0 

0 

• • 


a • 

8. Ra. 600 to 1,200 .... 

540 

540 0 

0 

4,34,400 

0 

0 

• • 


•• 

9. Rs. 300 to 600 

1,518 

759 0 

0 

6,83,186 

0 

0 

.. 


•• 


Total . 

2,630 0 

0 




2,203 8 

0 

2,399 

Compensation in lien of profession tax from Military personnel 

• 

• 


• 

. 514 0 

0 

s • 



1949-50 








1. Rs. 9,600 and above .... 

12 

300 0 

0 

1,16,728 

0 

0 

• • 


•• 

«. Rs. 7,800 to 9,600 .... 

16 

288 0 

0 

1,34,436 

0 

0 

.. 


•• 

3. Rs. 6,000 to 7,800 . 

17 

221 0 

0 

1,22,436 

0 

0 

.. 



4. Rs. 4,200 to 6,000 .... 

19 

171 0 

0 

91,389 

0 

0 

• • 



6. Rs. 3,000 to 4,200 .... 

82 

192 0 

0 

1,40,800 

0 

0 



• • 

6. Rs. 1,800 to 3,000 .... 

136 

408 0 

0 

2,72,396 

0 

0 



• • 

7. Rs. 1,200 to 1,800 .... 

271 

542 0 

0 

3,79,486 

0 

0 

.. 


.. 

8. Rs. 600 tc 1,200 .... 

1,280 

1,280 0 

0 

10,24,000 

0 

0 

.. 



9. Rs, 300 to 600 

1,866 

933 0 

0 

7,46,400 

0 

0 



• • 


Total 

4,335 0 

0 




5,408 4 

0 

2,921 

Compensation in lien of profession tax from military personnel 


• 



1,814 8 

0 

•• 
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EXHIBIT 4— Profession Tax — contd. 


Class 


Total No. Tax Total income Including Previous 

of persons assessed assessed Years 

assessed < -:-*--- 

Receipts Arrears 


(1) 1950-51 







Rs. 

A. 

p. 

Rs. 

A. 

p. 

1. Rs. 9,000 & above 

. 


. 

4 

100 

0 

0 

39,200 

0 

0 

2. Rs. 7,800 to 9,000 




8 

144 

0 

0 

67,200 

0 

0 

3. Rs. 0,000 to 7,800 




8 

104 

0 

0 

57,600 

0 

0 

4. Rs. 4,200 to 0,000 




7 

63 

0 

0 

37,100 

0 

0 

6. Rs. 3,000 to 4,200 




19 

114 

0 

0 

76,340 

0 

0 

6. Rs. 1,800 to 3,000 




82 

246 

0 

0 

1,88,600 

0 

0 

7, Rs. 1,200 to 1,800 




165 

330 

0 

0 

2,31,000 

0 

0 

8. Rs. 600 to 1,200 




612 

612 

0 

0 

4,57,650 

0 

0 

'fl. Rs. 300 to 600 




1115 

558 

0 

0 

5,02,246 

0 

0 





Total 

. 2,271 

0 

0 





Compensation in lieu of profession tax from military personnel . 


Rs. a. p. 


1,431 8 0 


Rs. A. P. 


(2) 1950-51 


1. Rs. 16,000 & above . 

• 

Nil 

Nil 


•• 



•• 


•• 

2 . Rs. 12,000 to 15,000 . 


5 @ 100 

500 0 


65,340 0 

0 


• • 


•• 

3. Rs. 9,000 to 12,000 . 

. 

5 @ 

75 

375 0 

-0 

65.480 0 

0 


• • 


• • 

4. Rs. 6,000 to 9,000 . 


18 @ 

50 wjj 

900 0 

0 

1,15,480 0 

0 


• • 


• • 

.. 6. Rs. 4,800 to 6,000 . 

. 

7 @ 

25 1 

175 0 

0 

35,680 0 

0 


• • 


• • 

6. Rs. 3,000 to 4,800 . 

• . • 

22 @ 

12 

264 0 

0 

88,960 0 

0 




• • 

7. Rb. 1,800 to 3,000 . 

. 

84 @ 

6 

504 0 

0 

1,67,380 0 

0 


• • 


-- 

8. Rs. 1,200 to 1,800 . 


164 @ 

4 - 

656 0 

0 

2,13,200 0 

0 


, , 


, , 

9. Rs. 600 to 1,200. 


628 @ 

2 1 

1,252 0 

0 

5,63,488 0 

0 


.. 


• • 

10. Rs. 300 to 600 . 

• . 

1134 @ 

l 

1,134 0 

0 

5,10,300 0 

0 


• • 


• • 



Total . 

5,760 0 

0 






*• 





r(l> 1950-51 


, , 



0,710 6 0 



Compensation in lien of profession tax from 

military personnel 

’{(2) 1950-51 


•• 




1,802 

0 0 





1951-52 








1. Rs. 15,000 & above . 

. 

Nil 


•• 


•• 



•• 



2. Rs. 12,000 to 15,000 

. 

Nil 




•• 



• • 


. - 

3. Rs. 9,000 to 12,000 


4 @ 

75 

300 0 

0 

45,400 

0 

0 

-• 


.. 

4. Rs. 6,000 to 9,000 


16 @ 

50 

800 0 

0 

1,12,340 

0 

0 



•4 

5. Rs. 4,800 to 6,000 


9 @ 

25 

225 0 

0 

49,500 

0 

0 

•• 


.. 

6. Rs. 3,000 to 4,800 


28 @ 

12 

336 0 

0 

1,17,000 

0 

0 

•• 


• • 

7. Rb. 1,800 to 3,000 

• • • 

134 @ 

6 

804 0 

0 

2,94,800 

0 

0 



.. 

8. Rs. 1,200 to 1,800 


268 @ 

4 

1,072 0 

0 

39,236 

0 

0 , 



. ► 

9. Rb. 600 to 1,200 


981 @ 

2 

1,962 0 

0 

7,84,836 

0 

0 

.. 


.. 

10. Rs. 300 to 600 

. 

1928 @ 

1 

1,928 0 

0 

8,67,000 

0 

0 



. • 



Total . 

7,427 0 

0 




9,945 6 0 

2,790 

0 0 


Compensation in lieu of profession tax from military personnel ....... 1,209 0 0 


or> 














EXHIBIT, 4— Profession Tax — concld. 


TncIuSmg'PreTTmib' 

Yoars 





Class 


Total No. 
of persons 
assessed 

Tax 

assessed 


Total income 
assessed 


Receipts 

f 

Arrears 






k 

1952-53 













Rs. 

A. 

p. 

Rs. 

A\ 

p. 

Rs. A. p. 

Its. A. 

1. 

Rs. 15,000 & above . 

• 

Nil 

•• 



•• 



• » 

.. 

2. 

Rs. 

12,000 to 15,000 

* • 

1 @ 100 

100 

0 

0 

12,540 

0 

0 



3. 

Rs. 

9,000 to 12,000 

• • 

3 @ 75 

225 

0 

0 

35,380 

0 

0 



4. 

Rs. 

6,000 to 

9,000 


11 @ 50 

550 

0 

0 

88,480 

0 

0 



5. 

Rs. 

4,800 to 

6,000 


13 @ 25 

325 

0 

0 

68,940 

0 

0 



6. 

Rs. 

3,000 to 

4,800 


52 @ 12 

G24 

0 

0 

2,08,640 

0 

0 



7. 

Rs. 

1,800 to 

3,000 


176 @ 6 

1,056 

0 

0 

3,52,680 

0 

0 



8. 

Rs. 

1,200 to 

1,800 


368 @ 4 

1,472 

0 

0 

5,15,286 

0 

0 



9. 

Rs. 

600 to 

1,200 


1,014 @ 2 

2,028 

0 

0 

8,11,236 

0 

0 

, , 


10. 

Rs. 

300 to 

600 


2,506 @ 1 

2,506 

0 

0 

1,26,384 

0 

0 

. , 







Total . 

8,886 

0 

0 




9,903 15 0 

1,803 11 



Compensation in lieu 

of profession tax from military personnel 

. 


. 


• 

22,800 0 0 



1953-54 


I. 

Rs. 15,000 & above . 



Nil @ 125 

•• 



• • 



2. 

Rs. 12,000 to 15,000 



1 @ 100 

100 

y. 

0 

13,480 

0 

0 

3. 

Rs. 

9,000 to 12,000 



1 @ 75®| 

75 

0 

0 

10,360 

0 

0 

4. 

Rs. 

6,000 to 

9,000 



1 @ 50 

50 

0 

0 

7,380 

0 

0 

5. 

Rs. 

4,800 to 

6,000 



, ‘ 3 @ 25 

75 

0 

0 

16,890 

0 

0 

6. 

Rs. 

3,000 to 

4,800 



9 @ 12 

10,8 

0 

0 

36,380 

0 

0 

7. 

Rs. 

1,800 to 

3,000 



44 (d 0 

264 

0 

0 

88,960 

0 

0 

8. 

Rs. 

1,200 to 

1,800 



106 (ffi, 4 

424 

0 

0 

1,48,400 

0 

0 

9. 

Rs. 

600 to 

1,200 



•100 @ 2 

SOO 

0 

0 

3,65,480 

0 

0 

10. 

Rs. 

300 to 

600 



. 1,105 @ 1 

1,105 

0 

0 

5,02,530 

0 

0 







Total . 

3,001 

0 

0 






Compensation 

in lien 

of profession tax from military personnel 



, 




J5,973 0 0 
4,092 0 0 


ANNEXURES. 

Copy of Government of India, Defence Department, 
Gazette Notification No 2030, dated the 2nd August, 
1947 :— 

2030. In exercise of the powers conferred by Sec¬ 
tion 60 of the Cantonments Act, 1924 (II of 1924), the 
Cantonment Board, St, Thomas Mount-cum-Pallavaram, 
with the previous sanction of the Central Government, 
hereby makes the following further amendments in the 
notification of the Government of Madras in the Law 
(General) Department G. O, No. 2934, dated the 23rd 
September, 1925, namely: — 

In the said notification— 

(1) In part II, for the figures and words “ 81 pet 
cent.” the figures and words “ 10 per cent.” 
shall be substituted, 

(2) In Part IV for the table of rates, the following 
shall be substituted with effect from the 1st 
October, 1947, namely: — 


Half-yearly 

tax. 


Rs. a. p. 

For every four wheeled vehicle constructed 

to be drawn by one or more animals , .10 0 0 

For every two wheeled vehicle with or with- 

out springs.5 0 0 


Half-year! 

tax. 


For every rickshaw .... 

For every bicycle or tricycle . ! ’ 

For every child’s perambulator or go-cart 

For every elephant. 

For every camel 

For every horse or mule not under 12 hands 
For every horse or mule under 12 hands . 
For every bullock or bull .... 
For every male buffalo . . . ‘ 

For every dog ... 

For every pig .... 

For every ass .... 


Rs. A. P. 
4 0 0 
l 0 0 
3 0 0 

7 0 0 
6 0 0 



2 0 0 

1 0 0 

1 0 0 

o a. ,i 


(No. 123/22/G/C.&L./47.) 
Copy of Government of India, War Department Notifica¬ 
tion No. 2212, dated the 31st August 1946, published 
in the Gaette of India 


2212. In exercise of the powers conferred by Sec¬ 
tion 60 of the Cantonments Act, 1924 (II of 1924) and 
with the previous sanction of the Central Government 
the Cantonment Board, St. Thomas Mount-cum-Palla¬ 
varam is hereby pleased to direct that with effect from 
the 1st October, 1946: — 


(1) The Drainage Tax imposed under the Notiflca- 
tion of the Government of Madras in the Law (General) 
Department, G. O. No. 1196, dated the 28th March 1936, 
shall be ABOLISHED; and 



















195 


(2) A Scavenging Tax on all buildings and lands in 
the Cantonment of St. Thomas Mount-cum-Pallavaram 
calculated at 5 per cent, (five per cent.) of the annual 
value thereof shall be imposed on the owners and lessees 
of such buildings and lands extend to fifty rupees and in 
case of a continuing offence with an additional tine which 
may extend to ten rupees for every day during which the 
contravention continues after conviction for the first 
such contravention. 

• 

Copy of notification No. SRO 168 issued by the Ministry 
of Defence and published in the Gazette of India, 
Part II Section 4, dated the 18th April 1953 approv¬ 
ing the amendment made by the Cantonment Board 
to the existing water tax notification No. 242, dated 
the 14th October, 1950 :— 

168. In exercise of the powers conferred by sec¬ 
tion 60 of the Cantonments Act, 1924 (II of 1924), the 
Cantonment Board, St. Thomas Mount-cum-Pallavaram 
with the previous sanction of the Central Government, 
hereby makes the following amendment in the notifica¬ 
tion of the Government of India in the Ministry of De¬ 
fence No. SRO. 242, dated the 14th October, 1950, 
namely: — 

For the words and brackets “(A) A water tax on all 
buildings and lands in the Cantonment of St. Thoma c 
.-Mount-cum-Pallavaram calculated at the rate of 2 pi 
cent, (two per cent.) of the annual value of such buik 
ings or lands ” the following words and brackets shall 
be substituted, namely: — 

‘Atwater tax at the rate of 2 per cent, (two per cent.) 
of the' annual value of the buildings and lands situated 
in the areas specified below: — 


(i) BAZAAR AREA, PALLAVARAM— 


Block 

4 

Nos. 




House Nos. 

14 to 53 

5 





2 to 141 

6 





1 to 36 

7 





1 to 125 

8 


. 



1 to 119 

(ii) ST. THOMAS' MOUNT— 

Block Nos. 

House 

Nos. 

1 

- 


41 

to 

44 ; 46 and 47 

2 

• 


1 

to 

132 

3 



1 

to 

59,92,92/1 to 

4 



1 

to 

92 

5 



59 

to 

101 

6 



1 

to 

121 

7 

• 


1 

to 

45 

8 



1 

to 

125 


2. A water tax at the same rate, viz., 2 oer cent, 
(two per cent.) shall be levied on buildings and lands 
in other parts of the Cantonment as from the date water 
supply in such area has been laid in functioning order. 

3. This amendment shall have effect from 14th Octo¬ 
ber, 1950. 

(No. 53/34/G/L&C/52/ 1420/LC/D(O&C).) 


Replies of the Ramanathpuram District Board to the Supplementary Question¬ 
naire (Local Bodies) of the Taxation Enquiry Commission. 

' MEMORANDUM A 


1. Brief Summary of Law Governing the Local Body. 

This District Board is governed by the Madras 
District Boards Act, 1920 as amended. District Boards 
were originally constituted by the Madras Local Boards 
Act, 1884. Ramnad District was formed in the year 
1910 by separating 7 Taluks from Madura District and 
2 Taluks from Tirunelveli District. From that year 
Ramnad District Board was also formed. 


Originally the Collector of the District was the Ex- 
Officio President. Some members of District Board 
were nominated by Government and some members 
were elected. The President was assisted by an elected 
Vice President in the executive functions. The Madras 
I.ocal Boards Act of 1920 laid down certain changes. 
Several members were elected to District Board from 
among the members of the then Taluk Boards and 
some members were nominated. The same Act of 1920 
laid down that the President should be elected from 
among the members of the District Board. In the year 
1934, the Local Boards Act was amended, when the 
Taluk Boards were abolished and the members to the 
District Board were completely elected direct, from the 
constituency giving separate reserve seats for Indian 
Christians, Europeans, Women, Anglo Indians, Moham- 
madans and Members of Schedule Caste. In the year 
1950, Panchayat Boards Act was introduced and certain 
changes were effected in the Madras Local Boards Act 
and its nomenclature was changed as Madras District 
Boards Act. Reservation of seats for Mohammadans 
and Anglo Indians is now abolished. 


2. Revenue and Capital Budget, etc. 

The revenue of the District Board Comprises of the 
following taxes, fees, etc. 


Taxes. 

(1) Duty on transfer of property (Section 74c of 

Madras District Boards Act). 

(2) Profession Tax (Section 75 of Madras District 

Boards Act). 

(3) Pilgrim Tax (Section 76 of Madras District 

Board Act). But this District Board is not 
levying this, as there is no place of pilgrim¬ 
age. 

(4) Land Cess (Section 78 of Madras District 

Boards Act). 

(5) Education Cess (Section 37 of Elementary 

Education Act). 


Fees, Etc. 

, (- icence fees, penalty on Encroachments (Section 
160, 164, etc.). 

2. Fees on markets (Section 168). 

3. Licence fees on private markets (Sections 174, 161. 
etc.). 


Now, the District Board is constituted according to 
the Madras District Boards Act, 1920 (as amended by 
village Panchayat Act) by elected members, with re¬ 
served seats for Schedule Caste members, Anglo-Indians 
and Women. The Administrative head is the elected 
President, who is assisted by an elected vice President. 
The District Board has got various powers of sanction¬ 
ing for the amenities to people in the District as forma¬ 
tion and maintenance of roads, diffusion of Secondary 
and Elementary Education, catering medical aid, Public 
Health, etc. The entire executive function is vested with 
the President, who has power to delegate his powers 
to Vice President or any member. The District Board 
has also constituted statutorily certain committees to 
look after and advise the Board in carrying out the 
expansion of the amenities, such as Public Works, 
Public Health and Education. 

/ 


4. rees on cart stands (Sections 186, 164, etc.). 

5. Licence on cart stands (Sections 186, 187, 164, etc.) 

6. Licence fees installation fees on dangerous and 
offensive trades (Sections 193-194, 164, etc.). 

7. Licence under Public Resort Act (Sections 198, 164 

etc.). ’ 

8. Penalties on prosecutions under Local Board* Aet 
(Sections 207, 164, etc.). 


Miscellaneous. 

1. Fees, etc., levied in Middle and Secondary 
Schools. 


25 a. 
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2. Contributions from temple authorities for sanitary 
arrangements during fairs and festivals. 


Grants from Gov¬ 
ernment for main¬ 
tenance. 


Grants from Gov¬ 
ernment for Capi¬ 
tal. 


Compensation from 
Government. 


I 

t 


(a) Secondary Education. 

(b) Medical. 

(c) Maternity and Child 

Welfare. 

(d) Elementary Educa¬ 

tion. 

(e) Formation of roads. 

(/) Construction of school 

cal buildings. 

(g) Construction of medi¬ 
cal buildings. 

(h) For loss of Toll in¬ 

come. 

(i) For loss of income on 

licences on motor 
vehicles. 


The normal 'receipts under ordinary account as per 
Budget is about 20 lakhs under General Account and 
10 lakhs under Elementary Education Account. Under 
Capital Account there is no steady income, but on an 
average 5 lakhs may be taken as income every year. 

During the pre-war period, the income and expendi¬ 
ture were normal and the -District Board could make 
both end's meet. But at present, the income of the 
District Board has been much affected, partly on account 
of the abolition of Zamins, rent education, etc., partly 
on account of the famine conditions and partly on 
account of loss of income to business men of this 
District from foreign parts. But at the same time the 
Post War Developments such as formation of roads, ex-^ 
pansion of education, medical aid, etc., have increased 
the expenditure. Adding to all these, the payment of 
dearness allowance, which is not at all adequate for 
the employees to save their position in these days of 
heavy prices of everything, has contributed much to 
make a deficit budget. 

Pattern or Income—Changes. 

With regard to changes in pattern of income, it has 
to be emphasised that the Government have stopped, 
grant-in-aid, for maintenance of roads. Similarly, 
grant for compensation of Profession Tax income is 
stopped on the ground that rates of levy are increased, 


though the total revenue under that item has much 
fallen down. Under Elementary Education Act 1920 as 
originally framed, equivalent grant was given for the 
collection of Education Tax. But, this income is now 
limited to 25 per cent, of the collection of tax. 

Pattern of Expenditure—Changes. 

As already said, payment of dearness allowance, is 
a new addition to the normal expenditu^ and this is 
not adequately compensated by Government, unless 
deficit arises in the District Board Account. Again 
Five Year plans for development of roads, maternity 
centres, etc., are being carried, but there is no sufficient 
aid for their mainteance of those roads newly formed 
and centres newly opened and the income of the District 
Board which is inelastic, is not sufficient for incurring 
the additional expenditure thereon. 

Again the Government are giving a fixed grant for 
maintenance of certain elementary Schools opened prior 
to 1st of April 1921 and those opened after 1st April 
1921. This grant was fixed when the teachers’ pay 
was given at Rs. 19 per mensem. At present the 
District Board is paying to teachers revised scales of 
pay newly fixed during 1947 and incurring enormous 
expenditure, while the grant fixed is not raised in pro¬ 
portion to the expenditure. This may in equity be 
raised, with reference to the present standard of main¬ 
tenance of those schools though opened prior to and 
after 1st April 1921. 

Dev elopment Programmes—Expenditure. 

As reported above, 5 Year Plans are being carried 
out for formation of roads and expansion of child wel¬ 
fare centres. Similarly expansion of education within 
10 years to come is provided under Articles 45 and 46 
of the Constitution of India, 1949 and this item will 
surely fall upon the shoulders of the District Boards. 
Such items of increased expenditure cannot be met by 
the District Board with its present slender resource! 
Medical aid has to be rendered in all the remote village 
and so, the State Government and Central Govemmem 
should provide sources for incurring the additions 
expenditure. 

3. Relative Importance of Various Items of Taxes, Aids. 

Etc. ^ 

A comparative Statement is given below to illustrate 

imnnrtanf'P rtf variimic ifpmc r>f pauonua 




1948-49 

1949-50 

1950-51 

1951-52 

1952-53 




- 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

I. Taxes levied by District Board 

Land Cess. . 

t;| . _ 6,52,513 

— 

2,87,132 

3,94,560 

3,94,500 


Education Cess . 

5,13,810 

— 

4,98,860 

6,24,960 

6,24,960 


Profession Tax 

27,852 

26,943 

40,126 

33,403 

32,238 

2. Share of rovenue fro mspeciiic 

Share duty. 

Toll Corapensa. 

. 8,54,664 

4,33,426 

5,53,812 

0,91,843 

5,04,947 

taxes levied by State Govern- 

tion 

3,22,377 

2,99,000 

2,57,000 

2,61,250 

3,08,750 

ment. 


Motor Vehicles . . 

1,22,522 

1,22,252 

1,22,252 

1,18,122 

1,21,429 

3. Grants-in-aid from Government. 

Commercial Tax . 

Secondary 

. - 

— 

- \ 

— 

— 


Education 

34,650 

49,374 

47,091 

78,689 

27,332 


Medical 

35,352 

32,963 

00 

M 

31,016 

31,354 


Child Welfare 

1,767 

1,772 

4,113 

4,590 

4,584 ' 


Elementary edu¬ 
cation 

2,91,822 

3,85,908 

2,24,286 

3,91,106 

0,70,244 

4. Other non tax revenue of Local 

Markets 

5,720 

6,247 

6,072 

0,839 

6,245 

Board. 


Cart-stands . 

114 

150 

61 

94 

124 


Encroachments 

Dangerous and 

. 4,120 

4,017 

3,839 

4,617 

5,253 


Offensive Trades 

52,564 

47,092 

45,083 

40,059 

40,109 


It will be seen from the above table, that 50 per cent. 
1 of the total Revenue of the Local Body comprises of 
taxes levied by the District Board. The other items of 
revenue bear the following percentage. 

Per cent. 

Share of Revenue collected by state about . 20 

Grants in aid from State about _ .28 

Other non-tax items of revenue about . 221 


4. Principal Taxes Levied—Trends, etc. 

As mentioned above, the following are the principal 

taxes: — 

(1) Duty on transfer of property. 

(2) Profession Tax. 

(3) Pilgrim Tax (there is no pilgrim centre under 

the District Board and so not levied). ' 
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(.4) Education Cess. 

(5) Land Cess. 

1. Duty on transfer or property is newly levied from 
the year 1945-46 and this is at present a substantial 
incomes as it bears a proportion of 50 per cent, of the 
total tax income. But it remains to be seen, if the 
same proportion may continue, in view of the fact that, 
there is financial depression at present. 

2. Profession Tax was introduced from the year 1921 
according to Madras Local Boards Act, 1920. Profes¬ 
sion Tax was a substantial income some time ago when 
the residents of the Ramanathapuram District, had 
trade, art or calling in foreign parts as Burmah, Malaya, 
Ceylon, etc. Their trade in foreign parts is now much 
affected and the people could not transfer their income 
to this District at present. So, the income has much 
fallen down. When considering the expenditure, work, 
troubles, etc., involved in collecting this item of 
revenue, this item of Revenue cannot be said to be 
very substantial. 


6. Appraisal of Prospects in the Matter or Increasing 

the Present level or Tax Revenue, etc. 

This District Board is levying the taxes at the 
maximum rates as laid down in the District Boards 
and Elementary Education Acts. There is no prospect 
to increase the present level of tax items, under the 
Law now in force. There is no it'm of tax revenue, 
provided under the Acts, that is not utilised by the 
District Board, other than the Pilgrim tax, which can¬ 
not be levied as there is no pilgrim centre connected 
by Railway in non-panchayat and non-municipal areas. 

7. Administration of its Tax System by the Local Board. 

So far as Land Cess and Education Cess are con¬ 
cerned, the Collector of the District is administering 
them and the broad features of their administration 
could not be furnished by the District Board. 

With regard to Share duty, the Registration Depart¬ 
ment furnishes the figures for the quarterly collections 
through the Accountant General, Madras and there is 
nothing to add with regard to its administration. 


3. Pilgrim Tax. —The Ramanathapuram District 
Board has not levied this tax as there is no pilgrim 
centre in the District Board area connected by Railway. 
If the levy of this tax is extended to persons travelling 
by buses plying for hire to and from the pilgrim centres 
as Devipatnam, Tiruppullani, Nainarkoil, Kunnakudi, 
Nattarasankottai, etc., etc., this can be a source of profit 
to District Board also. 

4. Land Cess and (5) Education Cess. —Abolition of 
Zamins and Rent Reducation Acts have in recent years 
affected these items of revenue to the District Board. 
From Fasli year 1357, there is no settled income under 
this head and the Collector of Ramanathapuram is 
pleased to apply the formula fixed by Government in 
their order No. 1455, L.A., dated 19th July 1950 and to 
adjust the probable figure to this District Board. Final 
adjustment of cesses are not made from Fasli 1358 upto 
date and this has contributed much to bring in the 
financial crisis to the Ramanathapuram District Board. 

5. Efforts if any to Increase Tax, Revenue, etc. 

(a) Land Cess. —The rate of cess which was levied 
at Re 0-1-6 on every rupee of rental value as per 
Madras Local Boards Act, 1920 is now raised to annas 
two on every rupee of rental value of lands. But at 
present the Rent Reduction Act, is said to have affected 
the income under this item. It remains to be seen how 
much this income may be a profit or loss to the District 
Board after the Collector intimates the actuals of cesses 
for the previous four faslis. 

(b) Education Cess.—Education cess had been levied 
at the rates as shown below: — 


From Fasli. To Fasli. 
Upto Fasli 1356 . 


14 pies. 


Profession Tax. —The maximum rate is restricted to 
Rs. 250 per annum as per article 276 of the Constitu¬ 
tion of India. The gradation is set up that the more a 
man is rich in income, the more he is paying up to a 
maximum of Rs. 250 per annum. 

Assessment. —At present Profession Tax is assessed 
on certain classes of income derived from trade at or 
calling. This kind of assessment may be good with 
regard to those whose annual income may be below 
Rs. 4,000. But with regard to those who have income 
above Rs. 4,000 their income from agricultural lands, 
rents on houses, rent on gardens, etc., may also be taken 
for fixing assessment to Profession Tax even though 
this may seem to be overlapping of ^various taxes (Hi 
the same income. This is suggested in order that rich 
people should contribute much for the welfare of the 
country. Powers may also be given to officers and 
servants of Local Board to look into the accounts of 
assessees for fixing proper assessment since at present 
the assessment is made on the probable income of a 
person on local enquiry which may prove to be a mis¬ 
take. 

Appeol and Revision. —The general tendency on the 
part of every assessee is to appeal, irrespective of the 
fact whether he is assessed rightly or wrongly. In 
order to restrict the appeals, it should be provided that 
12$ per cent, of the tax levied on the appellant should 
be paid as fees similar to court fees for taking cognis¬ 
ance of the appeal and this fee should not be liable for 
refund. Otherwise the appeal should be rejected. If 
this restriction is prescribed, frivolous appeals will not 
pour in from all the assessees. At the same time, the 
District Board may derive some income by way of such' 
fees on appeals to pay charges incidental in hearing the 
appeals (such as Travelling Allowance to Members to 
Appeal Committee, staff, etc.). 


1356 to 1359 (June 16$ pies in the Rupee of 

I960) . . . Land Revenue. 

1360 (July 1951). Upto 36 pies on the rupee of 

date .... rental value of lands. 

The rates were revised in order to meet the addi¬ 
tional need for financing the expansion of Elementary 
Schools and also to balance the budget. At present, the 
rate is 36 pies on the annual rental value of lands which 
is the maximum rate prescribed by Section 37 of the 
Madras Elementary Education Act, 1920 as recently 
amended. Yet, the income has not at present reached 
the extent as anticipated, since the Rent Reduction Act 
has affected the rental value of lands. 

(c) Profession Tax. —The maximum rates as pres¬ 
cribed by the Madras District Boards Act are adopted 
by the District Board and are in force. Government 
laid down reduced fates of levy of Profession Tax as a 
temporary measure from the year 1st April 1942 to 31st 
March 1950 and in order to compensate the loss, they 
sanctioned aid at Rs. 33,450 per annum. But, from the 
year 1950-51 the rates of levy are revised and the grant 
-In aid was withdrawn. Still owing to the fall in trades 
for the Indians in foreign parts, the income from 
Profession Tax is not worth the trouble taken for its 
realisation. 


Collection. —Collection of taxes is a very difficult 
problem. Bill-collectors and Licence Inspectors are 
deemed to be unwelcome visitors by assessees. If fre¬ 
quent demands are made by paying several visits, the 
assessees in order to avoid the worry, pays the tax in 
some cases. Officers entrusted with the collection work 
feel also worried to pay several visit to collect a tax 
from every assessee. Distraint for the recovery of 
-axes in certain cases, is felt troublesome, especially in 
non-panchayat areas, as the village officers who are 
expected to render all possible help, evade to help on 
lame excuses. Prosecution is equally difficult, as it 
involves attending court on various dates of hearing, 
by the officials, putting off their other routine and 
regular work to suffer. Such is the brief description of 
the process of collection of taxes by the Local Board. 
Government may therefore make laws, and even 
educate the public with regard to their Civic responsi¬ 
bility of payment of taxes due without giving unneces¬ 
sary trouble to the officials entrusted in collection work. 
If assessees pay the taxes without demur at the very 
first demand it will be a blessing for the local bodies to 
stabilise their finances. Arrears will not also accu¬ 
mulate. It is therefore suggested that difficult easdls of 
collection of Profession Tax may be entrusted to 
Revenue Department and the District Board being 
administration body saved from the worries in Revenue 
collection. 


(d) Share Duty on Stamps. —This levy was intro¬ 
duced from 1945-46 in consequence of the amendment 
of District Board Act. There is no change in the rate 
of levy ever since its introduction. Income from this 
item has substantially benefitted the financial position 
of the District Board, especially during the post-war 
period when expenditure under all items are increased. 


8. Tax Evasion and Tax Avoidance. 

It has become common on the part of the several 
assessees to evade to pay the taxes on some plea or 
other. Some evade to pay tax on the ground that they 
are not liable to pay tax. Some say that they pay other 
kinds of taxes and so tax levied by the District Board 



is illegal. In order to avoid payment oi taxes, the 
assessees appoint a day for Inspectors of village officers 
to collect the tax. But on that particular day the 
assessees would go elsewhere and thus collection is made 
impossible. Yet after protracted visits, the Inspectors 
if they are influential, are able to collect the taxes. 
Otherwise taxes are realised only after prosecution of 
the assessees. 


INCOME AND EXPENDITURE OF THE LOCAL BODY. 

A. General Information 

1. Population. 17,63,302. 

2. Total income from all sources. 


9. Nil. 


1048-49 

1949-50 

1950-51 

1951-52 

1952-53 

Ordinary . . . 27,53.557 

Capital . . . 12,73,445 

14,17,984 

11,14,070 


25,07,391 

10,54,535 

29,76,324 

10,89,256 

26,13,037 

9,24,225 

Total . 40,277,002 

25,32,054 


35,60,926 

40,65,580 

35,37,263 

3. Total income from rates and taxes. 

1948-49 1949-50 1950-51 1951-52 

16,12,497 5,29,957 9,17,359 11.30.951 

4. Per Capital Incidence of Total Income. 

1948-49 1949-50 1950-51 1951-52 

Rs. 2-4-7 Rs. 1-7-0 Its. 2-0-4 Its. 2-5-0 

1952-53 

9,54,301 

1952-53 

11s. 2-0-1 

B. Details of 
i—T ax Rev i 

5. Per Capital Incidence of income from taxes. 

19 48-49 1949-50 1950-51 1951-52 1952-53 

Rs. 0-14-8 Rs. 0-5-0 Rs. 0-9-0 Rs. 0-10-0 Rs. 0-9-0 

Income 

inch 

Details 

1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

1.—General Property tax .... 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

II.- Service Taxes ...... 

•• 

• • 

... 



III. — Local Cesses —• 

Land Cess ...... 

0,52,513 

. , 

2,87,132 

3,94,560 

3,94,560 

Education Cess ..... 

5,13,810 

•• 

4,98,860 

0,24,960 

6,24,960 

IV. — Octroi and terminal duties (Remuneration 
Enterprises). 

V.— Tools . 

05,758 

62,349 

59,728 

54,524 

54,956 

VI. — Taxes on goods and Passengers . 

•• 


• • 

• • 


VII. — Taxes on Vehicles, animal and boats . 




• • 

. . 

VIII. — Profession tax ...... 

27,852 

20.943 

40,120 

33,403 

32,2.18 

IX.- Theatre tax ...... 


•* 

*• 

> • 

• • 

X.—Pilgrim tax . 


• • 

• • 

•• 

• • 

XI. — Town Improvement and betterment taxes , 







* * 


* * 


XII. — Other taxes, oeSses and rates — 

Duty on stamps ..... 

Tree tax ...... 

Entertainment tax ..... 

Fishery rents ..... 

Ferries ....... 

8,54,605 

73 

11,531 

9,374 

3,030 

4,33, DO 

12,307 

709 

[4,569 

55,53,812 

' 6,343 
6,492 
1,029 

0,91,843 
.. -4 

1,318 

197 

048 

5,04,947 

4,658 

7,113 

437 

TotAl 

21,38,606 

5,40,363 

14,53,522 

18,01,453 

16,23,869 

li 

—Non tax Revenue 




Details 

1948-49 

1949-50 

\ 

1950-51 

1951-52 

1952-53 

(a) Grant from Government — 

For Roads formation . . . . 

l!s. 

00,091 

Rs. 

2,83,637 

Rs. 

2,83,532 

Rs. 

4,37,673 

Rs. 

5,34,713 

„ Buildings. 

1,400 

•• 

•• 

•• 

20,803 

Education— 

Elementary ....... 

2,91,822 

3,85,908 

2,24,286 

3,91,100 

0,70,244 

Secondary ....... 

34,147 

48,851 

47,991 

78,089 

27,332 

Hostels ....... 

503 

523 

• • 

•• 

• • 

Medical . . . ... . . . 

35,352 

32,963 

24,814 

31,016 

31,354 

Publio Health ....... 

1,707 

1,772 

4,113 

4,599 

4,402 

For other purposes — 

To compensate loss of toll .... 

3,22,377 

2,99,000 

2,57,000 

2,61,250 

3,08,750 

,, loss of income in motor vehicles 

„ Profession tax 

1,22,522 

33,450 

1,22,252 

33,450 

1,22,252 

1,18,122 

1,21,422 

Total 

9,04,097 

12,08,356 

9,63,988 

13,22,455 

17,25,020 








199 


B.— Details of Income— srontd. 
II.—Non tax Revenue— conid. 


Details 

1948-49 

1949-50 

1950-51 

1951-52 

1962-53 


Rs. 

Rs. 

Rs. 

Rs. 

Pa. 

(6) Fees, flees, etc.. 

•• 





(r) Miscellaneous. 

•• 






C.- 

-Details of Expendtti'iie 



Administration- 

Management .. 

1,40,201 

1,79,252 

1,83,020 

1,62,270 

1,67,655 

Engineering . 

54,585 

82,582 

90,301 

74,392 

478 

Service (Water supply, lighting, etc.) 

3,891 

2,809 

3,857 

3,515 

3,027 

(Abiramam) 

Medical and Public Health ..... 

3,26,422 

4,56,472 

t,34,333 

4,50,777 

4,86,310 . 

Roads and huildinge — 






(a) Maintenance . . 

7,93,il3 

7,34,593 

6,07,066 

7,5S,733 

8,45,23S 

(ft) Capital . 

5,00,003 

G,20,187 

4,81,532 

5,29,238 

7,70,841 

Miscellaneous— 

Secondary Education ...... 

1,05,526 

1.89,146 

2,27,433 

2,63,496 

2,74,082 

Elementary Education ..... 

9,82,725 

9,73,641 

9,93,688 

9,88,444 

10,19,456 

remunerative Enterprises ns Tree planting, etc. 

4,953 

15,366 

14,351 

16,622 

16,649 

Total 

29,77,419 

32,60,107 

30,35,581 

32,47,537 

35,89,736 


MEMORANDUM B. 

List of Local Taxes 

1, Taxes on advertisements other than those appear¬ 
ing in newspapers: 

Question 126 (ii).—At present the District Board is 
not vested with any power to levy tax on advertise¬ 
ments. In Section 202(15) of the District Board Act, 
1920 it is laid down that District Board may frame by 
laws with regard to prohibition and regulation of adver- 
tisements in public roads or parks. This power is not 
sufficient. If the District Boards are empowered to 
licence all the advertisements in its area and levy fees 
thereon, it will be quite welcome and the proceeds may 
go to augment the finance of the District Board. 

2. General Properties Tax and Service Taxes. 

1. The District Boards are not vested with the powers 
of levy of properties tax or Service taxes in non- 
panchayat areas. Even in case of defunct Panchayats 
whose administration is carried on by the District Board, 
the District Board, is not empowered to levy house 
tax with the result that the administration of those 
Panchayat Boards have cost the District Board much. 
If the District Board has no power to levy house tax 
in a defunct Panchayat area (the administration of that 
Panchayat Board) should not be entrusted to the District 
Board. If the administration is so entrusted to District 
Board, the latter should have powers for levy of all 
taxes, in equity and justice for carrying on the adminis¬ 
tration. The Village Panchayat Act, 1950 should be so 
amended on the above lines. 


Income Tax is levied on income). As regards the 
observation of the Local Finance Enquiry Committee, 
it is answered that the basis of rent is also fluctuating 
at different times and varies with reference to different 
localities. So the recommendation of the Local Finance 
Enquiry Committee cannot stand for all timee and 
places. 

Questions 202 and 203.—Relates to Municipal and 
Panchayat areas and so they are not answered. 

Question 204.—Yes. The Property Tax should be 
progressive. In non-panchayat areas, buildings worth 
above Rs. 5,000 may be levied tax for example. 


Capital Value. 


Per annum. 





Rs. 

Rs. 

5,000 to Rs. 

7,500 . 

5 

Rs. 

7,500 to Rs. 

10,000 

. 8 

Rs. 

10,0.00 to Rs. 20,000 

. 12 

Rs. 

20,000 and 

above 

. 15 


Question 205.—Property tax may be levied by the 
following Local Bodies: — 


In Cities 
In towns 
In Panchayats 

In non-panchayat 
areas 


Corporations. 
Municipalities. 
Panchayat Boards. 

District Boards. 


(2) In order to augment the funds of the District 
Board, palatial buildings whose capital value exceeds 
Rs. 5,000 in non-panchayat areas, should be assessed to 
properties tax and the District Boards empowered to 
levy taxes by amending the District Boards Act 1920. 
With this principle, the questions are answered below: — 

Question 200. —All the lands and buildings are not 
liable to Income Tax (union tax, etc.). It is only very 
rich people that pay Income Tax for the income derived 
on non-agricultural lands (which may be gardens, etc., 
used for luxury or for adding revenue to their existing 
wealth or rich people) palatial buildings. These rich 
people cannot grumble to pay the State and local taxes 
on the plea that there is correlation of taxes, by State, 
Union or Local Bodies. They should pay all taxes. 
Middle class people who own buildings pay property 
tax or house tax and they are not assessed to Income 
Tax. So there is no correlation of various taxes in 
their case. 

Question 201. —Capital value may be taken as the 
hasis for the assessment of States and Local taxes, and 
the Rental value may be taken for Income.Tax (as 


Special progressive rates may be fixed for the levy 
on the Capital Value of the property and the existing 
control and powers as laid down by the City Corporation 
Act, District Municipalities Act and Village Panchayat 
Act are sufficient. The District Board Act may also be 
so amended as to empower, the District Boards to levy 
property tax in non-panchayat areas, at progressive 
rates, provided the capital value of the property is 
Rs. 5,000 and above. 

Question 206.—With regard to proposed levy of 
property tax in non-panchayat areas, the Revenue 
inspector, Licence Inspector and Village Officers should 
value the properties, once in 5 years for fixing the 
assessments. The Village Officers should collect the 
revenue every year. 

Question 207.—Service taxes should be levied and 
collected as surtax on property tax at 12J per cent, of 
the property tax, Service taxes should be collected oo 
properties belonging to port trust. Railway, etc., even 
though they may be exempt from property tax. 
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3, Local Fund Cesses. 

(a) Land Cess. —The origin of cesses on land may 
be traced out to the year 1853, when a Collector of 
South Arcot District suggested that a fraction of Land 
assessment might be retained as District Board Road 
Fund. In the year 1866, the District Road Cess Act 
was passed, according to which, a cess of pies six on 
every Rupee of the rental value of Lands was levied 
and the provisions of that Act brought to force from 
1867-68. Again, the cess was provided to be levied in 
Local Boards Act V of 1884, when the Local Boards, 
namely, District Boards, Taluk Boards and Union 
Boards were constituted. Further, after the Reforms 
in 1919, the Madras Local Boards Act, 1920 was enacted 
according to which the cess was levied at Re. 0-1-6 in 
the rupee of rental value and at present it is increased 
to annas two in each rupee of rental value of lands in 
each village. Of this a sum of Re. 0-1-6 goes to 
District Board Funds and a sum of Re. 0-0-6 goes to the 
Panchayat Board Funds if the collection is in Panchayat 
Board area, or to District Board Funds if the collection 
is in non-panchayat area-. 

(b) Education Cess. —In the year 1920, Elementary 
Education Act was also enacted which empowers levy 
of Education Cess as surtax, on all the local taxes at 
25 per cent, of the tax for the purpose of expenditure 
on Elementary Education. The rate of levy of Educa¬ 
tion Cess had undergone several changes under the 
Taluk Boards and District Board from 4J pies in the 
rupee of rental value, upto 36 pies as at present. With 
this brief summary, the question in the questionnaire 
are answered below. 

Question 154 (i). —The present system of levy on the 
annual rental value of lands is sufficient. 

(ii) Degree of graduation in the rates of land cess 
is not necessary, as the agriculturists may be made to 
suffer. 

(iii) (a) The entire cesses may be realised by the 
Revenue Department as is being done now, and the 
present rules to pay advance payment subject to final 
adjustment as per actuals arrived at, in Jamabandi 
may continue. 

(b) Elementary Education cess is earmarked for the 
purpose of diffusion of Elementary Education and it 
cannot be diverted. So far as land cess is concerned, 
there is no restriction though in olden days it was 
utilised only for roads, since in those days the adminis¬ 
tration of Public Health, Secondary Education, etc., was 
not placed under the Local Boards. Now Land Cess is 
used for roads and if there is surplus, it is used for 
Secondary Education, Public Health, etc. ; so no change 
is necessary as it is utilised for the purpose more 
closely related to the rural tax payer. One consolidated 
cess for Local Board purpose is not advisable as the 
grant on Elementary Education Cess is based on the 
total Education cess collected. If one consolidated cess 
is fixed, then, the grant from Government for Educa¬ 
tion has to be calculated in some other form. 

(iv) This is to be replied to by the Revenue Depart¬ 
ment. 

Question 208.— The total amount of Land and Educa¬ 
tion cess due from the Revenue Department was worked 
out by the Revenue Department at the end of each 
fasli and communicated to District Board. Now, on 
account of Zamin abolition scheme, and fixation of fair- 
rent in this District, the correct amount of Land and 
Education cesses, is not being intimated to this office 
regularly. The Revenue Department may be advised 
to E-jrttle .village accounts finally, in July itself and to 
send a statement showing the correct amount of land 
cess and education cess levied and collected during the 
previous fasli with reference 'to the village account 
No. 12, so as to reach this office on the 15 of August 
of each year. 

* (i) Land cess is levied at the fixed rate of annas 
two on each rupee of rental value of lands. 
With regard to Education cess, maximum 
rate of levy is 36 pies in the rupee of rental 
value and this District Board has adopted 
this maximum rate. The present rate need 
not be exceeded. 

(ii) Education cess is earmarked purely for ex¬ 

penditure on Elementary Education. There 
is no restriction for the earmarking of land 
cess for a particular purpose. The existing 
may be given to Local Bodies. 

(iii) Under the provisions of District Boards Act, 

1920, it is laid down that land cess shall be 
(recovered irrespective of other factors for 
which suspensions or remission of other land 
revenue may be conceded. 

(iv) Nil. 


general. 

For the past few years, there is protracted corres¬ 
pondence with the Collector of this District for the 
adjustment of balance of cesses due to District Board 
from fasli 1358. The Collector says that collection for 
the past faslis is not yet settled. The major portion of 
the Ramnathapurgm District is Zamin area, and the 
Zamin abolition Act and Rent Reduction Act are re¬ 
ported to have affected the land and education cess 
income of this District Board. How long and how far 
this state of affairs may continue cannot be foretold, 
but the fact remains that this major item of income of 
the District Board is affected resulting in financial diffi¬ 
culties in the day-to-day administration of this District 
Board. The extent to which the financial position is 
affected can be imagined when it is said, that on 1st 
April 1949, the District Board had opened with a 
balance of Rs. 16,96,221 but at present, the District 
Board is working in a minus balance. The Government 
have been requested to grant aid to wipe off the deficit 
and their orders are awaited. It is therefore suggested, 
that the work of Zamin abolition, and settlement of fair- 
rent may be pushed through, and completed soon so 
that the correct amount of income from Land Cess and 
Education cess may be known and, expenditure adjusted 
accordingly. 


4. Octroi and Terminal Taxes—Question 209. 

The following are the octroi taxes levied by the 
District Board. There are no terminal taxes in the 
District. 

1. Market Fees. —Fees levied on all head loads or 
cart loads of articles brought for sale into the market. 

2. Cart stand fees.—Fees levied on carts or other 
vehicles.brought within the premises of the cart stand 
to stay for sometime. 

3. Bus stand fees. —Fees levied for halting places of 
cars, buses or lorries. 

4. Ferry tax. 

5. Licence fees on dangerous and offensive trades. — 
Fees levied for issue of licences for using any place for 
specified purposes classes as dangerous and offensive 
trades. 

As it is difficult to collect fees departmentally and 
as there is scope for evasion to pay, the collection of . 
fees on items 1, 2, 3 and 4 are given on lease to con¬ 
tractors who realise the fees as per conditions of lease 
agreements and pay a lump sum to District Board as 
per lease agreements in instalments. With regard to 
item 5, persons using the places for the purposes men¬ 
tioned will apply for licence paying the fees due thereon 
for a period of one year each time. Licences will be 
granted subject to restriction and control as recom¬ 
mended by the Health authorities. The cost of collec¬ 
tion of these taxes reaches nearly 50 per cent, of the 
revenue realised—cost of collection staff being Rs. 25,000 
per annum and the revenue under these items being 
Rs. 50,000 per annum. 

Question 210.—Octroi and terminal taxes should not 
be abolished. Levy of surcharge on Sales tax for Local 
Board purposes or grant of a portion of Sales tax to 
District Board is also recommended. This levy may be 
made by the State Government and the sur-tax on the 
apportionment adjusted to Local Bodies once in a 
quarter. 

Question 211.—Does not arise. 

Question 212.—The existing rates may continue. 
Surcharge on Sales tax or apportionment may be 121 
per cent, of the sales tax. With regard to “ bonding 
stamped agreements are now taken and the stamp duty 
goes to State Funds. 

Question 213.—This question does not arise in view 
of reply to Question 212. 

Question 214.—It is suggested that terminal taxes on 
goods transported by Rail to any nlace within the 
District Board may be levied as a surcharge on the 
goods or luggage fare and paid to the District Board. 

It is also suggested that nationalisation of motor trans¬ 
port, will make it possible to adopt a similar system of 
terminal taxes on goods—transported by road. 

Question 215.—Vide reply to 212. 

Question 216.—A moiety of taxes on goods and - 
passengers carried by road rail or in land waterways 
may be given to Local Bodies. 
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Pilgrim Tax—Question No. 217.—Pilgrim tax should 
be more widely adopted in view of the fact that in 
certain places of pilgrimage, not connected by railway, 
the levy could not be made under the existing provi¬ 
sions of the District Board Act. At present, pugrim 
tax is levied only on passengers travelling by Railway 
at the time of leaving the place of pilgrimage. It would 
be necessary that persons leaving the places of pilgrim¬ 
age by buses or carls should also be made to pay pilgrim 
tax to the District Board, in view of the fact that Local 
Boards have the Statutory obligation of making sanitary 
arrangements at the time of fairs and festivals. All 
places where pilgrims resort during festival occassions 
or On prarthanas, should be declared as pilgrim centres. 
Please see also sub-para. (3) under para. 4 (trends 
to taxes, etc.). The question of levy of taxes on floating 
population in bigger cities has to be answered by 
municipalities. 

8. Poll Tax—Question No. 218.—In these days when 
adult franchise is introduced, a poll tax in respect of 
all adults whose name finds place in the Electoral roll 
may be levied at anna one per annum each. Six pies 
may go to the funds of State Government and six pies 
to the Local Body concerned. This tax should be 
utilised for election purposes. 

~ 9- Taxes on Vehicles, Animals and Boats: Question 

.219 (a),-—Levy of taxes on vehicles other than motor 
vehicles in non-panchayat areas will be surely a burden 
to poor people. Similarly levy of taxes on animals and 
boats are not advisable. If necessary levy of taxes, on 
elephants, lions, tigers, and wild beasts which are used 
as luxury, or for remunerative purposes in circus, 
cinemas, etc., may be made. 


given by Madras Government for various years are 
furnished below: — 


194<M1 Rs. 2,24,807. 

1941- 42 Rs. 3,17,917. 

1942- 43 Rs. 3,09,892. 

1943- 44 Not available. 

1944- 45 Rs. 2,70,096. 

1945- 46 Rs. 2,85,095. 

1946- 47 Figure not 

available. 


1947- 48 Rs. 2,85,681. 

1948- 49 Rs. 3,22,377. 

1949- 50 Rs. 2,99,000. 

1950- 51 Rs. 2,57,000. 

1951- 52 Rs. 2,61,000. 

1952- 53 Rs. 3,08,750. 


It is not possible to explain the variations of the 
figures. But in these days vehicular traffic is very 
heavy, i.e., four times higher than those obtaining in 
the year 1928, and as the cost of maintenance of roads 
is also four or five times more than that during 1928, 
the present contribution of Rs. 2 to 3 lakhs and odd is 
not at all sufficient to compensate the loss or to main¬ 
tain the roads at the present scale of Schedule of rates. 
The State Government should raise the compensation 
to 50 per cent, of the total collection made by the state. 
The matter may be deeply considered and the question 
decided so that the District Boards may be enabled to 
meet the increased cost of roads. 


11. Profession tax.—The levy of this Profession Tax 
was introduced for the first time under the Madras 
Local Boards Act, 1920. The rates of levy were revised 
at Various intervals and at present the maximum rate 
of levy is Rs. 250 per annum under the article No. 276 
of Constitution of India. 

Question 220.—At present the following are the rates 
of levy of Profession tax, as per provisions of the 
Madras District Boards Act, 1920. 


Questions 168 to 170.—Please see answer to questions 

168 to 171 at page 202. 

Question 171.—The Panchayat Boards have been 
authorised to levy taxes on country carts. This has 
not been extended to the District Board. There is a 
large Number of country carts Jatkas and bicycles in 
villages. If taxing of these vehicles is taken up it will 
involve a large amount of expenditure in maintaining 
adequate staff to collect the tax and to check any 
evasion,—Levy of tax on vehicles other than motor 
vehicles is not therefore suggested. 

Question 219 (b) Tolls.—Under the" provisions of the 
Madras Local Boards Act, 1920, the District Boards 
were empowered to levy tolls at the rates specified in 
the Act. This District Board had under its control 
several toll gates at various points of important roads 
and the collection of fees on tolls were leased on con¬ 
tract so that there may be least possible difficulty or 
expenses, had the collection been conducted depart- 
mentally. The normal income under toll was 
Rs. 2,55,540-2-6 (figure reached in March 1928). The 
Government of Madras abolished the levy of tolls and 
in lieu thereof, gave contribution, but the contribution 


Class. Half yearly income. Maximum half yearly tax. 


I. 

More 

than Rs. 15,000 





Rs. 

125 

II. 

More 

than Rs. 

12,000 

but 

not 

more 

than 



Rs. 

15,000 . 





100 

III. 

More 

than Rs. 

9,000 

but 

not 

more 

than 



Rs. 

12,000 

. 


. 



75 

IV. 

More 

than Rs. 

6,000 

but 

not 

more 

than 

pig 

Rs. 

More 

9,000 
than Rs. 

4,800 

but 

not 

more 

than 

50 


Rs. 

6,000 





. 

25 

VI. 

More 

than Rs. 

3,000 

but 

not 

more 

than 


Rs. 

4,800 


# 




12 

VII. 

More 

than Rs. 

1,800 

but 

not 

more 

than 



Rs. 

3,000 

. 




. 

6 

VIII. 

More 

than Rs. 

1,200 

but 

not 

more 

than 



Rs. 

1,800 

, 



, 


4 

IX. 

More 

than Rs. 

600 

but 

not 

more 

than 



Rs. 

1,200 




, 

4 

2 

X. 

More than Rs. 300 but not more than Rs. 600 

1 


The tax is levied on the income derived by a person 
having any art, trade or calling or if he is holding any 
employment. The number of assessees in each slab is 
furnished below. 


Statement Shiwnj the Details of the Assessees of Profession Tax for 1952-53 
No. of aaaasaee at the rate of 


8erial Name of taluk 











m 



No. 


X 

IX 

VIII 

VII 

_ . _ 

VI 

V 

IV- 

III 

II 

I 

Total 

amount 




1 

2 

4 

6 

12 

25 

50 

75 

100 

125 

assessed 

1. 

Paramakudi 

496 

527 

149 

78 

31 

1 



» , 


Rs. 

3,011 

A. 

0 

I. 

0 

2. 

Ramanatnapuram 

964 

612 

110 

127 

29 

3 

3 

4 


2 

4.613 

0 

0 

3. 

Sivaganga 

484 

168 

109 

132 

88 

40 

12 


2 

4 

5,384 

0 

0 

4. 

Srmlliputhur . 

517 

159 

14 

13 

4 

1 

. ..’. 

., 

* , 


1,042 

0 

0 

6. 

Tiruvadanai 

309 

196 

61 

109 

49 

17 

3 

.. 

1 


2,862 

0 

0 

6. 

Amppukottai . 

732 

489 

110 

73 

23 

4 

.. 



. . 

2,964 

0 

0 

7. 

Mudukulathur . 

584 

154 

91 

118 

35 

11 

5. 

. * 

.. 


3,065 

0 

0 

8. 

Sattur 

694 

725 

174 

62 

6 

. .. 

2 

,, 



3,372 

0 

0 

9. 

Tiruputtur 

534 

418 

318 

405 

193 

77 

22 

13 

5 

2 

11,834 

0 

0 


Totai. —for both half 

5,314 

3,436 

1,136 

1,117 

458 

154 

47 

. 17 

8 

8 

38,047 

0 

0 


year*. 

T! 

22 FINANCE/55 
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B. The rates of levy of taxes mentioned above are 
prescribed by Government in G. O. No. 840 L.A., dated 
12th April 1950. The maximum limit is adopted with 
reference to article No. 276 of constitution of India. 
The tax is assessed as per Section 93 of the Madras 
District Boards Act 1920, on persons having any art 
trade or calling, or having any employment. 

12. Theatre Tax.—Theatre tax is not levied by the 
District Board. But levy of Licence fees for places of 
public resorts is provided in the Madras Act II of 1888. 
This is enforced only in a few notified villages but it 
can be extended throughout the District Board in non- 
panchayat areas. But it is recommended that in lieu 
of that a theatre tax may be levied as per constitution 
of India Act. 


The Commercial Tax Officer collects entertainments 
tax on the tickets sold for such entertainments. No 
part of this collection is paid to the District Board. 
It is therefore suggested that at least 50 per cent, of the 
collection of the entertainments tax may be paid to the 
District Board to enable the District Board to increase 
the amenities in villages. 


13 & 14 other Taxes :—No suggestion. 

The existing rate of levy of duty on stamps prescrib¬ 
ed in Section 110(A) of the Madras District Boards Act, 
1920, may be enhanced from 5 per cent, to 6i per cent, 
of value of the property. 


MEMORANDUM C. 

Questions 8 and 9.—The following items of revenue 
are earmarked for the purposes noted against each, so 
far as Local Bodies are concerned. Under the existing 
law and rules, the Local Bodies cannot divert these 
funds for other purposes even temporarily. 

Item of receipts. Purposes for whidh in¬ 

tended. 

1. Deposits and advances Only for refund or reco¬ 

very. 

2. Elementary Education Purely for maintenance of 

funds. elementary schools. 

3. Endowment funds Only for expenditure on 

endowment. 

4. Railway cess funds Only for Capital works or 

works of permanent uti¬ 
lity, preference being 
given to roads, bridges, 
and causeways. 

Diversion of those earmarked funds 1, 2 and 3 may be 
restricted. But so far as Railway cess fund is concerned, 
the restriction may be relaxed, as at present, Railway 
Cess is not collected after the advent of Madras Local 
Boards Act, 1920 and the small savings under this head, 
may without outside sanction, be used for Development, 
or maintenance of roads. 


Earmarking certain items of revenue for expenditure 
for specified purpose is recommended, in order, that 
administrative authorities may not incur expenditure 
carelessly. If the earmarked fund under a particular 
item, exceeds two years’ expenditure under a local body, 
permission may be accorded for its diversion for some 
other useful item of expenditure. 


Questions 10 & 11. —It is not advisable for the State 
to undertake Commercial or Industrial concerns, as the 
management by the State would not be so sound as to 
derive profit. The Ramnad District Board undertook to 
ply for Service, motor buses, some 26 years ago. But this 
ended in a loss. On the other hand the management by 
private companies brings in profit to them and this is 
due to sound management which may be lacking on the 
part of Local Boards. But several restrictions, controls, 
bye laws, etc., may be imposed and the Companies having 
Commercial and Industrial concerns may be levied with 
taxes, duties, licence fees, etc., which will be profitable 
to Government. A moiety of such revenue may be 
given to Local Bodies. 


Questions 15 to 17. — Nil. 

Question 34. —The proposed tax on Railway fares 
and freights will bring a substantial income to Govern¬ 
ment. It is suggested that a fair percentage of this 
collection may be given to the District Board also, 


Questions 36-38.—No further tax on lands is recom¬ 
mended, as agriculturists will surely feel the burden. 

Question 153.—There is no necessity for delegating 
the functions of the State to Local Bodies in respect of 
Land Revenue. Administrative bodies need not be 
overburdened with such delegation of additional work. 

Question 159.— Nil. 

Questions 168 to 171.—Since the abolition of toll 
gates and the introduction of Motor vehicles taxation 
act the District Boards are not levying any taxes, on 
motors and other vehicles. In order to compensate the 
loss sustained by the District Boards, a small percent¬ 
age of collection made by the State Government is 
given to the District Board. Within the last few years, 
licences have been granted by State Government for a 
large No. of vehicles for all roads, including minor roads 
belonging to the District Board. It is therefore sug¬ 
gested that at least 50 per cent, of the collection may be 
paid to the District Board for improving the roads and 
keeping them in proper condition. 

Question 148.—In Ramanathapuram District all the 
Zamins were abolished in 1947. The major portion of 
the District is Zamin area. Rent on lands is not yet 
settled, finally for the past 5 years, Land and educa¬ 
tion cesses due on agricultural lands, are not also fixed 
by the Collector observing the formalities laid down in 
Sections 78 to 91 of the Madras District Boards Act, 
1920. Land and Education cesses are the chief sources 
of Revenue to this District Board and their non-collec¬ 
tion had much affected the financial position of the 
Ramanathapuram District Board. It is suggested that 
settlement may be speeded up, so that the correct 
amount of land and Education cess may be fixed every 
year and paid to District Board. 

Question 185.—The system of local taxation is gene¬ 
rally satisfactory. 

Questions 186 to 194.— Nil. 

Question 195 (a).— Nil. 

Question 196.—Nil. 

Question 197.—(i) The proportion of the tax revenue 
should not be less than 5 times the non-tax revenues 
excluding grants-in-aid. The grants-in-aid should be 
equivalent to the revenue under tax items. 

1. Elementary Education. —Without proper build¬ 
ings and accommodation, Elementary Education is 
suffering in villages. It is therefore suggested that at 
least half grant should be given every year for the cons¬ 
truction of new buildings and repairs to old buildings. 

2. Maternity centres. —There are several villages 
which are very badly in need of maternity centres. The 
Government are now giving as grant, only 25 per cent, 
of the total expenditure which in very insignificant. It 
is therefore suggested that the contribution from 
Government may be raised to 50 per cent, at least. 

Question 198.—Full use of the existing taxation pro¬ 
visions is availed of by this District Board though 
certain District Boards may not avail the provisions of 
Profession Tax. Yet the revenue is not sufficient for 
expenditure on the amenities so far sanctioned. 

Question 199 (i).—Though additional revenue is 
required, yet additional powers of taxation should not 
be thrust on District Boards, as it will involve additional 
responsibility, work, staff, etc., and this will stand as an 
impediment to run on the administration namely, expan¬ 
sion of roads, increase of medical and educational 
facilities. 

(ii) (a).—Assignment of a portion of the following 
taxes collected by State Government would be of im 
mense help to augment the finance of the Distric 
Boards. 

(a) Motor vehicles 50 per cent, of the total revenue 

(b) Sales tax 50 per cent, of the total revenue. 

(c) Excise 25 per cent, of the total revenue. 

(d) Stamp duties 6J per cent, of the value of th 

property. 

(e) Entertainment tax 50 per cent. 

(/) Tax on consumption of electricity 12J per cent, 
of the value of the property. 

(iii) Grants-in-aid should be given for maintenance 
of roads. 

Half grant for construction of Elementary Educatioi. 
buildings may be given as suggested in answer to 
question 197. 
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MEMORANDUM D. 

After World War II and after freedom was granted 
to India, many schemes are on hand, with regard 
to Development of roads, expansion of education and 
medical aid, and rurual sanitation and public health. 
But resources are short for financing all these items 
at present. Every village requires a connection with 
road, a village school, a maternity centre, etc. It is also 
reasonable to provide these amenities in a Free India. 
But the exit ing revenues of the District Board are 
not sufficient for meeting expenditure on such develop¬ 
ments. It is therefore left for the authorities for devis¬ 
ing means for augmenting the funds of the District 
Boards for expansion. 

It may also be stated in this • connection, that the 
District Board has got the following institutions out of 


which only the number shown against each have got 
buildings owned by the District Board. 

Those having 


buildings Those which 

Institutions Total No. ..wiled by the required 



District 

Board. 

buildings. 

Elementary Schools 

. 539 . 

81 

458 

Secondary schools 

. 19 

6 

13 

Medical institutions 

. 29 

23 

6 


It would not be an ambition if Board’s own buildings 
are provided for all the institution as found in the 
Second column and it may cost about Rs. 50 lakhs. 
Government may also give due consideration for this 
aspect and provide finance for this item also. 


Replies of the Municipal Chairman, Tuticorin, to the Supplementary Question¬ 
naire (Local Bodies) of the Taxation Enquiry Commission. 


I have enclosed statements in the forms appended to 
Annexure ‘ A ’ of the above reference. Figures have 
been furnished therein for the years 1938-39 (i.e., before 
World War II) and for the years 1939-40 and 1944-45 
(to represent the War and post-war period upto 1945-46) 
and for each of the years from 1945-46 to 1953-54. 

Law governing the local body, its constitution, etc. 

The Tuticorin Municipal Council is constituted under 
the Madras District Municipalities Act, 1920 as amend¬ 
ed. It is an elected body consisting of 32 members 
with an elected Chairman and a Vice-Chairman. The 
Councillors are elected on the adult franchise basis as 
according to Section 44 of the Act every person whose 
name is included or qualified to be included in the 
electoral roll for the Madras Legislative Assembly relat¬ 
ing to this Municipality shall be entitled to be included 
in the electoral roll for the Municipality. The Council 
is reconstituted once in every three years. 

The Council is charged with the duty of looking 
after the health, safety and convenience of the public 
health, which include the provision of water supply, 
lighting and drainage, public latrines and urinals, 
scavenging of private latrines, making and maintenance 
of public streets and roads and removal of encroach¬ 
ments thereon, regulation of the construction of private 
buildings and houses, control of dangerous and offensive 
trades including industries and factories, slaughtering 
of animals for food, establishment and maintenance of 
public markets and cartstands including motor bus 
stands and licensing of private markets and cartstands 
prevention and control of epidemics, maintenance of 
Birth and Death registers, etc. 

Under the Madras Elementary Education Act, it is 
the duty of the Council to provide free primary educa¬ 
tion. This work is fortunately in Tuticorin supple¬ 
mented substantially by private institutions receiving 
Government aid. This Council can also run higher ele¬ 
mentary schools (above standard V and inclusive of 
VIII standard) and charge fees for instruction. It can 
also establish and maintain secondary schools. The 
Tuticorin Municipal Council runs only ten elementary 
and two higher elementary schools. It maintains no 
secondary school. Private enterprise in the field of 
education in this town is very considerable obviating the 
need for much attention by the council in this sphere 
of its duties. 

After the enactment of the Madras Public Health 


Every Municipal Council has a Commissioner ap¬ 
pointed by Government and as the ‘ Executive Authority * 
under the Act exercises all the executive functions. 

An administration report has to be submitted to 
Government every year and is reviewed by Govern¬ 
ment. The District Collector for a few purposes and 
the Inspector of Municipal Councils and Local Boards 
for all other purposes exercises strict supervision of the 
routine work of the Councils. 

The Examiner of Local Fund Accounts audits the 
accounts of the Councils and also reviews their financial 
administration. Irregular and illegal items of expendi¬ 
ture are surchargeable against the Council. 

Government have an over-all control of the adminis¬ 
tration of every municipal council in this State and can 
supersede local bodies and have them reconstituted for 
persistent failure to discharge their duties. In short, 
municipal councils have freedom of initiative, planning 
and execution within the framework of the Act and the 
rules framed thereunder and to the extent of their 
financial resources, subject to control of Government. 

Revenue & Capital budget of the local body, etc. 

The Revenue of the local body consists broadly of its 
ordinary and capital receipts. This distinction is made 
m the Receipts in order to set apart amounts separately 
for ordinary and capital expenditure by the local body. 
All income from tax and non-tax sources make up its 
ordinary receipts and whatever remains over and above 
what is required far ordinary expenditure (recurring 
expenditure on management and the various statutory 
services, health, education, communication, etc.), is 
transferred to the capital account for expenditure on 
capital schemes. All loans for capital works also go 
grants given by Government for capital works also go 
into the capital Account. For progressive administra¬ 
tion, a local body should have a fair surplus every year 
from its ordinary receipts after meeting all its ordinary 
expenditure which, supplemented by loans and Govern¬ 
ments grants, can be spent on its development pro¬ 
grammes. The Local Authorities Loans Act strictly 
regulates the taking of loans by local bodies and 
Government take care to see that loans are taken only 
for really useful purposes and that the local bodies can 
easily repay them without detriment to their normal 
statutory responsibilities. 


Act, a good deal of power has been conferred on the 
Public Health Department (with safeguards) for re¬ 
gulating Public Health work. Under this Act, a mini¬ 
mum of 30 per cent, of its receipts must necessarily be 
spent on public health though usually much more is 
actually spent and great difficulty is experienced in con¬ 
trolling expenditure in order not to affect prejudicially 
the other essential services of the Council. 

The Town Planning Act is also extensively used for 
the purpose of regulating the layout of roads and 
streets, parks, etc., in the new areas. Many town plan¬ 
ning schemes have been notified or sanctioned and are 
in different stages of formulation and execution. 

The Council sanctions the budget estimates subject 
to approval by Government and also sanctions all ex¬ 
penditure. It sanctions all the establishment it needs 
subject to the previous approval of Government. The 
Council may also sanction the levy of taxes and fees 
and where Government consider it necessary they may 
direct the Council (Section 81A of the Act) to levy the 
property tax at such rate and with effect from such 
date as may be specified. 


3. Relative importance of revenue from taxes, etc. 

(i) The property tax is the main source of income 
for a municipal council and comprises a tax for general 
purposes and taxes for various services such as Water, 
Drainage, conservancy, lighting, elementary education, 
libraries, etc. These service taxes included in the pro¬ 
perty tax are ear-marked for particular services and the 
annual receipts and expenditure are separately budgeted 
and accounted for and cannot be transferred or even 
temporarily diverted for general purposes except with 
the special sanction of Government. By far the major 
portion of a municipal council’s annual income is deriv¬ 
ed only from its taxes, the income from non-tax sources 
coming next followed by Government grants. 

(ii) The share of revenue from specific taxes levied 
and collected by the State Government and adjusted in 
full or part to local bodies after deducting collection 
charges must properly be treated as revenue derived 
from taxes levied by the local body itself as these taxes 
were formerly levied by the local body itself, e.g., tolls 
and motor licence fees substituted by motor vehicles tax 
and entertainments tax. There has been considerable 


na , 



loss to local bodies by the abolition bf tolls and conse¬ 
quent payment of compensation by Government (This 
is dealt with in detail later). The duty on transfers of 
property recently levied in 1945 to enable local bodies 
to meet the phenomenal increase in expenditure caused 
by post-war conditions is a tax levied by the local body 
but collected for the local body by Government in the 
same manner as land cess collected by Government for 
the local boards. 

(iii) Grants-in-aid are paid by the State Government 
for specific recurring purposes like maintenance of 
maternity and child health centres and homes and anti¬ 
malaria anti-mosquito work, maintenance of elementary 
schools, etc. Recurring grants for ‘ communications— 
ordinary ’ have practically ceased. As a matter of 
general policy, recurring grants for general purposes 
(multipurpose grants) ox general financial assistance to 
any local body are not sanctioned by Government. 
Even in case of District Boards which had for a long 
time been getting such a grant, Government have 
ordered that it should be paid only on the basis of extra 
expenditure on communications. Non-recurring grants 
for capital schemes are sanctioned by Government at 
their discretion for certain works to certain local bodies 
according to the financial condition of the local bodies 
concerned and other circumstances. 

‘ Non-tax ’ revenue usually comprises income from 
markets, cartstands, motor bus stands, slaughter houses, 
licence fees, etc. 

(iv) Other non-tax revenue is practically non¬ 
existent especially from commercial, transport and other 
undertaking except in the case of, a few municipal 
councils who had established plants for the generation, 
transmission, supply or use of electrical energy and 
been deriving an income therefrom. As a result of the 
recent move of the State Government to nationalize all 
electrical undertakings, a few municipal councils were 
directed to hand over their plants, etc., to Government 
for their book value whereupon some councils even 
went to the extent of going to court and trying to 
restrain Government from taking over these undertak¬ 
ings from the Municipal Councils. Distribution of 
electricity is a very safe enterprise and will bring in 
good revenue to municipal Councils and the State 
Government who have nationalized the production of 
electricity may generously leave the distribution to 
municipal councils who may get some income by the 
purchase of energy in bulk from Government and selling 
it in retail to the rate-payers. Government have turned 
down requests made by the Salem, Erode, Tuticorin 
Municipal Councils, that the distribution of electricity 
might be entrusted to them after expiry of the periods 
of their contract with the private firms that are now 
distributing the power and making a profit out of it. 

Transport and other undertakings are not safe fields 
for investment of rate payers’ money. Local bodies 
(even Government) will do well not even to think of 
such undertakings in the present state of the country. 
Control of expenditure and prevention of leakages of 
revenue will not be possible where local bodies are in 
charge of such undertakings and what is worse, in 
spite of the huge expenditure, even average efficiency 
cannot be looked for. 


4. Principal taxes levied, etc. 

Entertainment tax. —The Madras Entertainment Tax 
Act of 1939 came into force from 1st August 1939. 
According to it, Government paid the Municipality the 
average annual income from Entertainment tax that 
the Municipality had been deriving under the former 
Act in the past three years plus the percentage of the 
net collections made by the Municipality under the 
present Act. 

The Municipality collected the entertainment tax 
due to Government under the Act of 1939 upto 30th 
June 1943 and this work was taken over by the Com¬ 
mercial Tax Department from 1st July 1943. 

Government ordered in G. O. No. 694 Revenue, 
dated 4th April 1945 that the net proceeds of this tax 
after deducting 10 per cent, towards the cost of collec¬ 
tion should be assigned to the local bodies. The income 
from this source has therefore increased from 1945-46 
onwards. But the prospects of this source yielding any 
substantial additional income in the coming years are 
not bright. 

Profession Tax. —Government reduced the maximum 
amount to be levied under this Tax to Rs. 25 from 
Rs. 275 per half year from 1st April 1942 and was paying 
the municipal council compensation for the loss of in¬ 
come (on the basis of the previous annual average from 

1942-43 —vide Profession Tax Limitation Act). Govern¬ 


ment revised the rate from 1st April 1950 raising the 
maximum to Rs. 125 per half year. The income under 
profession tax therefore increased from 1950-51. No 
considerable increase from year to year can. normally 
be expected from this source. 

Pilgrim Tax. —Tuticorin is not a pilgrim centre and 
hence this tax has not been levied. 

Water and drainage tax. —Water and tdrainage tax 
was levied at the rate of 2-75 per cent, till 1940-41. 
The rate has been revised thereafter from time to time 


as shown below: 

Upto Per cent. 

1940- 41 2-75 

1941- 42 2-0 

1942- 43 1-5 

1943- 44 1-5 

1944- 45 1-5 

1945- 46 .1-5 

1946- 47 .1-5 

1947- 48 & 1948-49/1 . . .1-5 

1948- 49 II.1-75 

1949- 50 ....... 1-75 

1950- 51 to. 1953-54 2-75 


The rate of levy in 1938-39 was 2-75 per cent, and 
the rate of levy in 1945-46 was 1-5 per cent. only. 
Hence the decrease in income from this source. 

The rate of levy from 1948-49/11 was raised to 1:75 
per cent, and this rate continued till 1949-50; This 
resulted in increase of income in 1948-49 and 1949-5Q 
and as the rate was raised further to 2-75 per cent pea 
half year with effect from 1950-51, the income showed 
a further increase from 1950-51. 

This Council needs quite a large sum of money for 
augmenting its protected water supply which is in¬ 
adequate for the present population of this town which 
has doubled since the existing arrangement was con¬ 
ceived about thirty years ago. There is a special staff 
already investigating this question. There is also an 
underground drainage scheme under investigation. 
These are likely to cost several lakhs which thus council 
will have to find from this source. 

Scavenging Tax. —Scavenging tax was levied at 
i per cent, per half year till 1946-47. From 1947-48 the 
rate of levy was raised to 1-25 per cent, per half year. 
Hence the increase in income from 1947-48. But the 
proceeds of this tax are for less than the expenditure 
on private scavenging. The deficit is met from the 
income from other general sources. 

Animal and Vehicles Tax. —Income from this head 
is not much and it is also somewhat dwindling in recent 
years on account of neighbouring panchayat boards 
levying this tax with the result that the municipal 
council has to forego the entire fees or the difference 
between the amounts of tax due to the council and the 
panchayat boards. 

Lighting Tax. —Lighting tax was levied at 1-25 per 
cent, per half year from 1st April 1942. This rate 
continued till 1946-47. From 1947-48 the rate of levy 
was raised to 15 per cent, and continued till 1951-52. 
From 1952-53 the rate of levy was reduced to 1 per 
cent, and from 1953-54 the rate of levy was further 
reduced to 0 75 per cent. Hence the proceeds of the tax 
decreased in 1952-53 and 1953-54. The increase in the 
rate of this tax was due to the need for large scale 
electrification of streets involving capital expenditure. 
Now that the major part of the town excepting the 
extensions has been provided with street electric lamps, 
it was considered unnecessary to continue the levy at 
the old rate. The rate was reduced and the rate of 
general tax increased to this extent. 

Education Tax. —The Education Tax was first levied 
from 1st April 1942. The rate of levy was 0 5 per cent, 
per half year. This rate continued till 1944-45. From 
1945-46, the rate was raised to 1 per cent, per half year. 
This rate continued till 1948-49/1. From 1948-49/11 the 
rate was revised to 1-5 per cent. Hence the increase 
of income from 1948-49 and 1949-50. 

The latest general (quinquennial) revision of pro¬ 
perty (ax on lands and buildings was given effect to 
from 1st April 1949. This resulted in a general increase 
in the demand from 1st April 1949 under educational 
tax as well. 









Property Tax .—The levy of this property tax was 
8 per cent, per half year till 1944-45. From 1945-46 the 
percentage was 8-5 and from 1947-48 the percentage was 
10 and- from 1950-51 the percentage has been 11 com¬ 
prising the following general and service taxes: 

Name of tax. Percentage. 


General purposes 

. 4-75 

Water & Dranage tax 

. 2-75 

Scavenging tax 

. 1-25 

Education tax 

. 1-5 

lighting tax ... 

. 0-75 


11 per half year. 

Government subsidy in respect of the amount of 
Education tax levied and collected by the council is 
being allowed from 1942-43. The subsidy was calculated 
at the rate of 1/3 of the Education tax collected after 
deducting refunds, etc. This rate was raised to 1/2 of 
the collections from 1950-51. Hence the increase in the 
income from 1950-51. 

Duty- on transfers of property .—In order to meet the 
acute postwar financial distress of local bodies, the 
Madras District Municipalities Act was amended pro¬ 
viding for the levy of a duty on certain transfers of 
property (Section 78A of the Act). The income from 
this source for Tuticorin Municipality was Rs. 65,883 
for 1952-53. - 

5. Efforts to increase tax revenue by imposing new 

taxes, etc. 

'there is practically no scope for imposing new taxes 
covering new fields of income under the Act governing 
the constitution and administration of local bodies. All 
sources of taxation have been availed of fairly well 
and the rates of the taxes have been raised from time 
to time to meet growing expenditure. The Madras 
State Government has provided for taxation under the 
Elementary Education Act 1920 for the levy of an 
education tax under property tax and profession tax 
in municipalities and under land cess, profession tax 
and house tax in local board areas. Under section 37 
of the above Act, the State Government originally 
undertook to contribute a sum not less than the pro¬ 
ceeds of the education tax. But by a proviso added in 
1941 to this section, this contribution was restricted to 
the proceeds of the tax as they stood immediately 
before the commencement of operation of this proviso. 
This has further been amended in 1950 increasing the 
State contribution. 

Scope for further taxation in the interest of public 
health has been afforded under section 25 of the Madras 
Public Health Act, 1939 to levy a water tax for provid¬ 
ing Water supply. Rule 19 of Schedule IV to the 
Madras Local Boards Act 1920 is a similar provision 
for providing a water system or a water and drainage 
system. . Section 20 of the Madras Public Health Act 
provides for local taxation (ad hoc) for financing execu¬ 
tion of particular works' for local water supply in 
villages. 

6. Appraisal of prospects in the matter of increasing the 

present level of revenue, etc. 

There seem to be very little prospects in the matter 
of- increasing the present level of tax revenue. The 
most powerful competitor in this field has been the 
State Government. Government abolished tolls and 
levy of motor licence fees .in 1931 and levied a tax on 
motor vehicles promising merely to pay the Council the 
average of the income from tolls and licence fees derived 
during the previous three years (1928-29 to 1930-31). 
This not only fell far short of its’previous income from 
this source but deprived the local body of a growing 
source of income for the volume of motor traffic has 
risen very considerably since 1930-31 and income to 
Government from this source has also increased cor¬ 
respondingly. Government are obviously getting a huge 
income from this source but are paying only a small 
portion of it to local bodies in the shape of a fixed com¬ 
pensation for loss of income from tolls and motor 
licence fees. As a matter of fact, however, for the first 
few years after the abolition of tolls and licensing of 
motor vehicles, the income from this source fell sharply 
mainly for the reason that all non-motor vehicles be¬ 
came tax free and the income lost in respect of them 
could not be made good by taxing them as done in the 
case.of motor vehicles. But this position improved and 
when local bodies were in a very bad way owing to 
war .conditions, Government were pleased to make good 
thi? loss , to local bodies by adjusting this difference to 
them spread over a period of a few years, calling it 
‘additional and arrear toll compensationV The entire 


proceeds from this tax must in all fairness go to the 
local bodies. 

The difficult situation in which local bodies found 
themselves in the postwar period was to a large extent 
assuaged by the levy of a duty upto 5 per cent of the 
value on transfers of property in the jurisdiction of the 
respective local bodies. This tax was collected by 
Government and adjusted to the local body. 

Cases of municipal councils found reluctant to raise 
the rates of taxes on reasonable grounds are now rare 
and in the stray cases where councils are not bold 
enough to act, Government exercise their extraordinary 
powers and see that the property tax or education tax 
is -levied at the required rate to meet the needs. 

Tne problem is now one of finding sufficient re¬ 
sources for progressive administration and not of 
ability to utilize available resources. 

• The policy of the State Government should be to 
allocate or assign definite sources of revenue entirely 
to the local bodies instead of taking over these sources 
and paying compensation and thus avoid the present 
confusion in the minds of the public that local bodies 
are getting on mainly with Government aid and are not 
taxing themselves adequately. Government must con¬ 
fine themselves to sanctioning recurring grants for 
special public health work (Maternal care, malaria con¬ 
trol, etc.), education, etc., and probably get reimbursed 
to this extent from Central Government funds. They 
may also sanction grant for capital schemes, preferably 
water supply and drainage. There should be no clash 
in the allocation of resources and consequent apportion¬ 
ment of proceeds. 

7. Administration by the Local Body of its tax system, 

etc. 

Property tax (on lands and buildings) is levied on 
strictly individual basis while the levy of the profession 
tax is based on the slab system. 

The demand under all these taxes is settled by the 
Executive Authority assisted by a Revenue Officer (who 
in turn has a small number of Revenue Inspectors and 
Bill Collectors under him) and notices of demand art 
issued. Buildings and lands appurtenant thereto and 
agricultural land are taxed on their annual or rental 
value while lands not appurtenant to building and not 
used for agriculture are taxed on their capital value. 
Lands and buildings belonging to the State Government 
and Central Government are also liable for taxation 
but there are special instructions for their valuation 
and assessment. Assessments to property tax are sub¬ 
ject to revision by the Executive Authority and there 
is also a right of appeal to the municipal council against 
the decision of the Executive Authority on revision 
petitions. This council has appointed a standing com¬ 
mittee to deal with all tax appeals and delegated to it 
final powers of disposal. There is a general revision 
of assessments of property tax in every municipality 
after every five years which is compulsory under the 
statute and this revision usually helps to bring to a 
small increase in revenue besides correcting obviously 
ln-econcilable errors in assessments and bringing to 
light possible omissions. This cannot however be 
banked upon for increased revenue as a general revision 
is also likely sometimes to result in a decrease in the 
totah income under property tax. The Revenue Officer, 
his Inspectors, and the Bill Collectors collect all the 
taxes and except in very few cases of towns affected 
by severely adverse conditions (e.g., handloom weavers), 
the municipalities are able to show good collections. 

8. Tax evasion and tax avoidance.. 

There are of course attempts here and there to evade 
or avoid tax but there is no general attempt in this 
direction. Such attempts can always be effectively 
countered by the revenue staff. The existing system 
is effective enough and with an efficient and dutiful 
staff there is not much scope for evasion or avoidance 
of tax. The temptation to understate the rental of 
buildings so as to get away with lighter assessments 
is however wide spread. No receipts for rents received 
are issued or sometimes false receipts are issued or 
even documents (sometimes registered) are produced 
for this purpose. But the Executive Authority exer¬ 
cises his discretion and finalizes the assessments on 
what he considers to be reasonable basis. 

9. Other points of importance in taxation of local body. 

Nil. 

10. Statement containing certain data on the finances iff 

Tuticorin Municipal Council. 

(Appended hereto.) 
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MEMORANDUM B. 

Part I.— List of Local Taxes. 

1. Taxes on advertisements other than those appearing 
in news papers. 

There is no provision for levy by district municipali¬ 
ties of taxes on advertisements appearing in newspapers 
or elsewhere. 

Advertisements have become a great nuisance in 
all towns. All walls fronting any road or public place 
are defaced by all sorts of advertisements and in most 
cases this is done without the permission or even know¬ 
ledge of the person to whom these walls belong. The 
advertiser does not have any consideration for the 
persons owning the properties defaced and the owners 
do not take the trouble of taking any action against 
these depredators. It was stated that the State Govern¬ 
ment was contemplating legislation to control and 
regulate these advertisements but nothing would appear 
to have been done so far. 

I would suggest special legislation heavily penalis¬ 


their capital value for the obvious reason that these 
vacant lands do not earn any income for their owners 
and it would be difficult to determine their rental value 
except mechanically at 6 per cent, or so of their capital 
value in which case they may equally well be assessed 
on their capital value. And further assessment on 
capital or rental value does not necessarily mean higher 
or lower liability for the tax payer as the actual amount 
of assessment would depend on the rate of tax. The 
tax on the capital value of vacant land is in practice 
of a penal nature but from the moment afiy structure 
is put up on it, the rental basis becomes applicable and 
the tax gets reduced sharply. The recommendation of 
the Local Finance Enquiry Committee that only rental 
value should be adopted cannot be agreed to in respect 
of lands not appurtenant to buildings. (Question 201.) 

Urban immovable property tax is not a suitable form 
of taxation for the States. As far as municipalities in 
Madras State are concerned, there is no need for this 
levy. As for urban areas governed by the Village 
Panchayats Act, this Act can provide for its compulsory 
levy by the panchayat boards along with the house tax 
(Question 202). 


ing the painting or writing of advertisements or pasting 
of posters or hanging of boards in any place without 
the consent in writing of the owner of the property on 
which the advertisement is proposed to be made and 
without the licence of the municipal council concerned. 
It should be open to the Municipal Council incidentally 
to prevent the publication of objectionable advertise¬ 
ments. The publication of announcements or program¬ 
mes of meetings and conferences (political and other) 
should also be brought under advertisements, at least to 
check its indiscriminate character. This may bring 
some revenue to the local body concerned, but more 
than revenue, the general appearance of the towns will 
improve. 

2. General property tax and service tax. 

The general property tax which in Madras State 
includes practically all the service taxes is the main 
stay of local bodies and it is also perhaps the oldest 
item of urban tax. In district Municipalities, this tax 
is levied on the value of each item of property. 

Buildings and lands appurtenant thereto and agri¬ 
cultural lands are assessed on their annual or rental 
value while lands not appurtenant to buildings and not 
used for cultivation are assessed on their capital value. 
In Panchayat towns and villages, this tax is levied on 
houses on the slab system and on either their capital 
or annual value and at a proportionate rate or at pro¬ 
gressive rates. In many villages, where minor 
panchayat boards were functioning, house tax was not 
being levied and their main source of income was the 
land cess collected for them by the Government and 
adjusted to the panchayats every half year ox so. The 
new village Panchayat Act of 1950 has effected some 
changes such as increase in the rate of levy of land 
cess, compulsory levy of house tax, profession tax and 
vehicle tax. The slab system and progressive rates 
may be workable for villages but will by their very 
nature and implications be unsuitable for towns of any 
decent size where the values of property are bound to 
vary considerably. Capital or annual value may be 
adopted for the smaller towns according to the local 
conditions but for the villages capital value must be 
the proper basis for levy of house tax. Rental value 
of buildings and lands appurtenant thereto is the only 
proper and reasonable basis for taxing property in 
district municipalities. 

Multiple taxation is unavoidable in respect of land 
and local bodies, especially municipal councils must be 
allowed to tax land in their areas irrespective of the 
fact that they are also being taxed by the Union or 
State Governments. There is nothing irrational in the 
same person or the same property being taxed by 
different authorities for different purposes. This Muni¬ 
cipality derived Rs. 45,995 from lands not appurtenant 
to buildings and not used for agricultural purposes and 
Rs. Nil from agricultural lands during 1952-53 
(Question 200). There is no agricultural land in this 
municipality. 

Immovable property has to be classified necessarily 
as lands and buildings separately and a distinction has 
perforce to be made between land that is appurtenant 
to buildings and other land. From the latter category, 
land which is used for cultivation has also to be further 
distinguished. The Madras District Municipalities Act 
has rightly classified all vacant land on the above basis 
and directed for taxation purposes the adoption of the 
rental basis for lands appurtenant to buildings (because 
buildings are assessable on the rental value) as also 
for lands used for agriculture. Lands not appurtenant 
to buildings and not used for cultivation are taxed on 


For district municipalities and other panchayat 
towns, the general property tax may be levied on the 
rental value of buildings and lands appurtenant thereto 
and agricultural land and on the capital value of other 
vacant land. The tax will be assessable in respect of 
each item of property. In smaller towns and in villages, 
the tax is being levied on houses only on the slab system 
on the basis of either capital or rental value and at a 
proportionate rate or at rates that increase progres¬ 
sively for every higher group of houses or slab. There 
is provision for exemption of properties below a certain 
value from taxation which the local bodies are left to 
determine for themselves. In district municipalities, 
properties of the annual value of Rs. 18 and below can 
be exempted. These provisions are salutary and found 
workable and can be continued in this State and copied 
with advantage in other States. 

The properties of owner-occupiers are in practice not 
?°, ,, avl ,^ assessed as properties actually earning rents 
but the law does not permit any concession being shown 
to them. The basis of all assessments is the annual 
value deemed to be the gross annual rent at which 
the lands and buildings may reasonably be expected to 
j j ' el .. ° m _ mon th to month or from year to year less a 
deduction of 10 per cent.’, etc. It may be reasonable 
“ aU °w the ™ a .concession but there will be practical 
difficulties. It will certainly not be advisable to lower 
the rates of tax for these cases alone but possibly a 
twenty five per cent, deduction may be made of the 
gross annual rent at which the buildings and lands may 
reasonably be expected to bet let. 

Charitable and educational trusts are exempt from 
property tax under Section 83 of the Madras District 
Municipalities Act and they deserve the exemption 
But Lo-operative housing societies cannot reasonably 
lay claim to any such favourable treatment. The crite¬ 
rion in such matters should be how far along with other 
rate payers they enjoy the amenities provided by the 
local body and whether private or public purposes are 
served by the properties. If encouragement were really 
needed for house building in urban areas in preference 
to rural areas, it should probably be from other sources 
and not from municipal funds. Section 87 of the 
Madras District Municipalities Act provides for remis¬ 
sion of half the amount of tax in proportion to the 
duration of vacancy for vacancy of 30 or more conse¬ 
cutive days in any half year if it is applied for during 
the same or succeeding half year. This is quite a satis- 
203 t ° ry arrangement for cases of vacancy. (Question 

The rental value of property, especially of buildings 
actually decreases as the cost of the property goes above 
a certain level. Inversely, the rental value increases 
as the cost of the buildings goes below that level. Above 
this level, the money invested is ‘ dead capital ’ not 
earning anything in proportion to the investment while 
below it, it is capable of earning more for the main rea¬ 
sons that there is more demand for houses for the lower 
and middle groups. Property tax levied at progressive 
rates will therefore create hardship. It is only income 
actually earned that can be taxed at progressive rates. 

(Question 204).— 

AH categories of local bodies excepting the district 
boards or the proposed taluk boards may be empowered 
to levy the property tax. It is only local bodies with 
jurisdiction over a compact area that can levy this tax 
In the smaller towns and the villages, lands may be 
exempted from taxation, if necessary, but otherwise the 
properhes may be taxed to the extent permitted by local 
conditions (Question 205). 
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In district municipalities, the administrative machi¬ 
nery and procedure for the assessment and collection of 
the property tax prescribed by the Madras District 
Municipalities Act have been found to be quite good 
and may be continued. In other towns (urban 
panchayats) which employ executive officers, the same 
machinery and procedure may be adopted. In villages, 
the panchayat board may itself attend to all this work. 
(Question 2%8.) 

Under section 83 of the Madras District Municipali¬ 
ties Act, the municipal council may with the previous 
sanction of the State Government exempt any parti¬ 
cular part of the Municipality from the payment of the 
whole or a portion of the water and drainage tax or 
of the lighting tax on the ground that such area is no*, 
deriving full benefit from the water supply and drain¬ 
age or from the lighting system. The Council may also 
exempt any building or land from the whole or any 
portion of the scavenging tax if it is satisfied that the 
owner or occupier has made efficient arrangements for 
the daily removal therefrom the rubbish filth and car¬ 
casses of animals. According to latest Government 
orders, the payment of these service taxes for Central 
Government (Railway) properties must be settled by a 
Contract between the council and the Central Govern¬ 
ment. 

Tax on properties of the Central Government. 

Properties of the Central Government have been 
exempt from payment of all taxes by a State or by an 
authority within a State by virtue of the provisions of 
Section 154 of the Government of India Act, 1935. The 
exemption has been continued under Article 285 of the 
Constitution except in respect of such property as was 
liable to tax before 1st April 1937. 

In view of the judgement of the Federal Court (Case 
No. 20) the Government of India informed the State 
Government in October 1949 that local taxes on Central 
Government properties (other than railway properties) 
will be paid on the merits of each case and that (a) the 
Government of India accept liability of such taxes only 
as were being paid from before 1st April 1937 in respect 
of only such buildings which existed as Government 
buildings before that date; (b) they further maintain 
that they are not liable to pay any enhanced rate of 
any tax that was being paid by the Government from 
1st April 1937 in respect of any buildings ; (c) they are 
not liable to pay taxes in respect of Improvements/ 
additions to the buildings which existed on 1st April 
1937 and on which the taxes were being levied. (G.O. 
No. 2200 L.A., dated 25th October 1949.) 

In G. O. No. 1280 L.A., dated 26th June 1951, local 
bodies in Madras State were informed that under 
Article 285(i) of the Constitution, the property of the 
Indian Government shall In so far as the Parliament 
may by law otherwise provide, be exempt from all 
taxes imposed by a State Government or by any autho¬ 
rity within the State and that Article 285(2) however, 
states that until the Parliament by law otherwise pro¬ 
vides, nothing in Article 285(1) shall prevent any autho¬ 
rity within a state from levying any tax or any pro¬ 
perty of the Union to which such property was imme¬ 
diately before the commencement of the Constitution 
liable or treated as liable so long as that tax continues 
to be levied in that State. Local bodies were further 
informed that the position regarding exemption of rail¬ 
way properties from local taxes will be as shown below: 

1. Railway acquired by the Central Government 
after the 25th January 1950 are exempt from local taxes. 

2. Railway property vested in the Central Govern¬ 
ment which was not liable to local taxes on the 25th 
January 1950 is exempt from the taxes. 

3. Railway buildings constructed after 25th January 
195'' are exempt from local taxes. However, if the 
buildings are constructed on land which was liable to 
tax on 25th January 1950 the land alone continues to 
be liable to tax in municipalities. 

4. In the case of complete or substantially complete 
demolition of buildings, new railway buildings con¬ 
structed In their stead after 25th January 1950 are 
exempt from local taxes. 

5. Extensions made to railway buildings after 25th 
January 1950 are exempt from local taxes. 

8. Railway buildings partially demolished after 25th 
January 1950 where such demolition Is necessary to 
effect adequate repairs, will continue to be liable to tax 
although the effect of such demolition may be to enhance 
the amount of tax on account of the taxable value of 
the buildings increasing thereby, 


7. With regard to improvements and partial demoli¬ 
tions which come in the category of improvements, 
made after 25th January 1950 the liability to tax would 
depend in each case on whether the property in its 
final state is or is not substantially the same property 
as originally vested. 

8. Railway administrations are not liable to pay tax 
at enhanced rates introduced after the 25th January 
1950. 

In the case of service taxes, namely scavenging tax, 
water and drainage tax, and lighting tax, the Railway 
Board has, however, considered that, since the taxes are 
claimed for the services rendered, they should be paid 
by the Railway administration by a contractual agree¬ 
ment which is not precluded by the Constitution. Local 
bodies may take suitable action for such contractual 
agreement in case where such taxes cannot be levied 
for want of a notification of the Government of India, 
till the necessary legislation is enacted by the Central 
Government permitting the fresh levy of local taxes on 
railway properties 

A tax on Central Government buildings belonging to 
the Telegraph and Customs Departments in this Muni¬ 
cipality is being levied at the rate in force on 31st 
March 1937. 

In G. O No. 960 L.A., dated 1st May 1953, the State 
Government have ordered the revaluation of Railway 
and other Central Government buildings as they stood 
on 1st April 1937 for the quinquennium from 1st April 
1948 to 31st March 1953 on the following basis: — 

(i) 25 per cent, increase in the capital cost in the 

case of residential buildings; 

(ii) 50 per cent, increase in the capital cost in the 

case of non-residential buildings. 

The Government of India, which had hitherto not 
accepted liability to pay this tax at a rate higher than 
that which obtained on 1st April 1937, even when this rate 
had been increased in respect of other properties in the 
local area, have since made a broader interpretation of 
clause (2) of Article 285 and decided that with effect 
from 1st April 1954 they will pay increased municipal 
rates in respect of Union Government properties covered 
by clause (2) of Article 285 where such increase is due 
either to a general increase in the valuation of such 
properties or a general increase in the rate of the levy 
of the tax applicable to all properties within the juris¬ 
diction of the local body concerned. (G. O. No. 2236 
L.A., dated 19th November 1953.) 

The buildings of the Tuticorin Port and the Port 
Trust are assessed as State Government properties. 

Receipts from these service taxes are roughly equal 
to the expenditure on each service and the fact of any 
large difference and consequent need for the mutual 
adjustment of receipts and expenditure under each 
service is examined at the end of every year. The 
general principle is that while the proceeds of service 
taxes cannot be utilised for general purposes, general 
tax proceeds can be utilized for expenditure on the 
services. As a matter of fact, in Madras State, the 
district municipalities levy a property tax of 11 per 
cent, per half year which comprises a tax for general 
purposes of 4 75 per cent, and taxes for water and 
drainage 2.75 per cent., for lighting 0.75 per cent., for 
conservancy 1.25 per cent. The education tax and the 
library cess (Madras Public Libraries Act of 1948) are 
levied as surcharges on the property tax. (Question 
207.) Separate service taxes arc certainly preferable 
to a consolidated tax if by the latter is meant a general 
tax on property without restriction as to what definite 
portions of it should be utilized for general purposes 
and each of the various services. 

The levy of pilgrim tax by local bodies for the dura¬ 
tion of certain festivals of State-wide importance or 
even for the whole year in places like Tirupathi, Sri- 
rangam, and Madurai might be necessary but it would 
be clearly unnecessary in other places where it would 
merely be a tax on railway travel. Bona fide pilgrims 
actually visiting pilgrim centres do not pay mis tax 
if they travel by road. 

No suitable form of taxation on the floating popula¬ 
tion in the bigger cities can be devised. (Question 217). 

A poll tax cannot be entirely undesirable in theory 
especially on persons not paying any tax or fee to any 
Government or local body and yet can afford to contri¬ 
bute to the State, local or municipal funds. It can 
possibly be a good local tax but not a State tax. But 
its feasibility in the present general condition of the 
country is highly doubtful. (Question 218.) 



The following is a statement of receipt from taxes 
on (a) Vehicles separately for each type of vehicle and 
(b) Animals. 


Rate per 
vehicle 
& animal 


1952-53. 


Vehicle: 



Rs. 

AS. 

P. 

Rs. 

AS. 

p. 

1. Four wheeled vehicles . 

10 

0 

0 

30 

0 

0 

2. Two wheeled vehicles 

5 

0 

0 

1,370 

0 

0 

3. Bi-cycles 

2 

0 

0 

1,305 

8 

0 

4. Other carriages 

3 

0 

0 

135 

0 

0 

5. Carts ... 

4 

0 

0 

5,378 

14 

0 

Do. (outside) 

3 

0 

0 

4.912 

0 

0 

Animal: 

1. Horse not under 

12 hands 

6 

0 

0 

118 

0 

0 

2. Horse under 

12 hands 

2 

0 

0 

278 

0 

0 

3. Bull .... 

1 

0 

0 

2,877 

8 

0 

Do. (outside) 

0 

12 

0 

991 

8 

0 

4. Ass. .... 

0 

8 

0 

92 

0 

0 

5. Dog .... 

0 

8 

0 

181 

0 

0 

6- Pig .... 

0 

8 

0 

9 

8 

0 

7. Goat .... 

0 

8 

0 

174 

0 

0 


Boats here are not taxed by the Council. 


Tolls cannot be a suitable form of taxation as it un¬ 
duly restricts the movement of traffic and causes hard¬ 
ship lo the public. 


Tolls were abolished in this State for good from 
1st April 1931. The income from tolls for the year 
immediately prior to its abolition (1930-31) was 
Rs. 29,867 and the compensation for loss of income from 
tolls paid by Government in 1931-32 to the Tuticorin 
Municipal Council was Rs. 27,000 only. 


The Number of motor vehicles plying on roads has 
increased considerably since the year 1930-31 and the 
income from motor vehicles taxation must have also 
increased considerably though in the first few years the 
income to Government from this taxation appears to 
have been inadequate even to pay the compensation 
promised to local bodies. Subsequently, as the collec¬ 
tion improved and the financial position of local bodies 
worsened markedly. Government helped the local bodies 
in certain years with payments of what "they termed 
additional and arrear toll compensations. But from 
1949-50, it will be seen that only a fixed annual com¬ 
pensation of Rs. 22,000 is being paid. A growing and 
promising sources of revenue has been lost to local 
bodies by the abolition of tolls and by Government 
taking over the entire proceeds of the motor vehicles 
tax and paying over only a part of it to local bodies as 
compensation. It may be that the State Government 
may plead that thejy have taken over for improvement 
and maintenance important roads from local bodies 
after the constitution of the Highways Department, 
but as far as Tuticorin Municipal Council is concerned, 
there is no highway within the municipal limits and all 
the roads are maintained by the Council. (Question 


Profession tax being a tax on income and most pro¬ 
fession tax assessees with higher incomes being income 
tax assessees as well, the recommendation of the Local 
Finance Enquiry Committee that the present limit might 
be raised from Rs. 250 to Rs. 1,000 a year does not 
appear to be sound. The maximum half yearly tax 
for income of more than Rs. 9,600 per half year was 
reduced from Rs. 275 to Rs. 25 from the year 1942-43 
and a compensation was paid by the State Government 
to local bodies towards the loss of their income nraii- 
this head of taxation. But this maximum was raised 
from the year 1950-51 from Rs. 25 to Rs. 125 per half, 
year, which continues to be in force uptodate. 


The present arrangement is reasonable and income 
tax assessees in areas under the control of local bodies 
especially or urban areas like district municipalities and 
major panchayat towns are not likely to oppose the 
‘evy of profession tax in view of the financial needs 
of the local bodies and of the fact that they get a direct 
iu! 3 , return in the sha P e of amenities. The levy of 
this tax must be compulsory in these urban areas as 
otherwise quite a large number of persons whom may be 
earning an income but not owning any property will 
go tax-free. The levy of profession tax as a rural tax 
* ax will not be feasible. From the experience 
t at 6 taluk boards and district boards (except 

of North Ramnad or Chettinad, the land of money¬ 
lenders) it can be stated that the levy of profession tax 
in rural areas will not be worth the great trouble and 
expenditure involved. 


In addition to the regular amounts of toll compensa¬ 
tion paid by Government already shown in the state¬ 
ment appended to Annexure ‘ A ’, the accounts show 
that the following additional amounts were also paid 
by Government to this council as ‘additional’ and 
‘ arrear ’ toll compensation: 


Additional toil compensation: 



Rs. 

AS. 

p. 

1944-45 

.2,875 

0 

0 

1945-46 

.7,276 

6 

0 

1948-47 

. . . . 3,688 

2 

0 


Arrear toll compensation. 



1941-42 

.1,096 

0 

0 

1942-43 

.802 

0 

0 

1943-44 

.29 

4 

0 

1944-45 

. 3,673 

1 

0 

1945-46 

.1,546 

8 

0 

1946-47 

* . . , . 23,836 

0 

0 


Profession tax is adequately correlated with income 
tax in Madras State by the Explanation under sub-r ule 
(2) of rule 19 of Schedule IV to the Madras District 
Municipalities Act according to which if a company or 
person produces the notice of demand of income tax 
served on it or him under Section 29 of the Indian 
Income Tax Act, 1922, for the year comprising the 
half year in question, the executive authority of the 
municipality shall be bound to take one half of the 
income mentioned in such notice of demand as the in¬ 
come derived from the sources on which profession tax 
is leviable. The levy of profession tax having been 
limited to a certain maximum, its assessment and col¬ 
lection may be left entirely to the local bodies con¬ 
cerned. (Question 220.) 


The levy of a theatre tax in addition to the enter¬ 
tainment tax or duty will be somewhat in the nature 
of double taxation and will be felt to be such by theatre- 
owners who will some how transfer the burden on to 
the public. The levy of entertainment and duty where 
every ticket holder for any entertainment pays the tax 
has been tried in Madras State and found successful 
and it is also bringing substantial revenue. This is the 
best system to adopt in all towns with theatres provid¬ 
ing regular entertainment. Theatre tax may perhaps 
be levied with advantage in much smaller places where 
entertainment is not a regular feature of their social 
life and where for example, a touring cinema or a travel¬ 
ling troupe of entertainers pays occasional visits. This 
theatre tax must by its very nature be a local tax 
levied by a local body having jurisdiction over a local 
area. # (Question 221.) 





Levy of Betterment Tax: (Town Planning). 

Principles of Taxation. 

Section 23 of the Madras Town Planning Act, 1920 
(Madras Act VII of 1920) provides for the levy of a 
betterment tax whereby the making of a Town Planning 
Scheme, the value of any property has increased or is 
likely to increase in value, the Municipal council, if it 
makes a claim for the purpose within the time if (any) 
limited by tfce scheme (not being less than three 
months) after the date of publication of notification of 
the (Provincial Government) sanctioning a scheme under 
section 14, shall be entitled to recover from the owner 
of such property an annual betterment contribution 
for such term of years and at such uniform percentage 
of the increase in value not exceeding ten per centum 
as may be fixed in the scheme: provided that the aggre¬ 
gate amount of the contribution so recovered shall not 
exceed one half of the maximum increase in value 
during the aforesaid term of years as ascertained under 
section 24. 


Section 24 lays down the following principles for the 
levy of betterment contribution: — 

(a) In respect of each property on which the contri¬ 

bution may be levied under section 23, its 
market value at the date of publication of 
the notification under section 10 or section 12 
shall be estimated without reference to the 
improvement contemplated in the scheme. 

(b) In each of the financial ygars following that in 

which the scheme takes effect under section 
14 (sub-section 6), the market value of each 
such property on the first day of April of 
that year shall be estimated. 

(c) If, in any financial year, the market value esti¬ 

mated under clause (b) does not exceed that 
under clause (a), no betterment contribution 
shall be levied for that year. 

(d) If, in any financial year, the estimated market 

value under clause (b) exceeds that under 
clause (a), the Municipal Council shall levy 
on the difference a betterment contribution 
according to the percentage fixed in the 
scheme provided that in estimating the market 
value of land under clause (a) or clause (b) 
the value of buildings or other works erected 
or in the course of erection on such land 
shall not be taken into consideration. 


1. Town Planning Scheme D. 

The scheme was sanctioned in G. O. No. 570 P.H., 
dated 1st March 1944 and published in the Fort St. 
George Gazette on 23rd May 1944 from which date the 
scheme takes effect. 


Originally provision was made for the levy of a 
betterment tax for a term of twenty years from 23rd 
May 1944 at a uniform percentage of 7J. Since the levy 
of tax and certain other provisions made in the scheme 
were objected to by the owners of lands, the tax was 
reduced by Government to 2J per cent, and the taxes 
due for the years 1945-46 to 1948-49 were also waived. 

Subsequently the owners of lands comprised in the 
scheme filed a representative Civil suit against the 
Municipality questioning the validity of the scheme 
and also the enforcement of the scheme including the 
levy of betterment tax. The interim injunction order¬ 
ed by the District Munsif’s Court restraining the Muni¬ 
cipality from enforcing the scheme was got vacated 
and finally the representative owners obtained an in¬ 
junction order from the High Court of Madras restrain¬ 
ing the Municipality from collecting betterment tax 
and also the enforcement of the scheme pertaining to 
the demolition of buildings that were existing on the 
date of filing off the suit The High Court however 
ordered that voluntary contributions of betterment taxes 
can be accepted by the Municapality. In view of the 
above injunction orders of the court, no betterment tax 
is being collected. 


2. Town Planning Scheme ' E ’. 

The scheme was sanctioned and published in the 
Fort St. George Gazette on 14th November 1944 from 
which date the scheme taxes effect. The scheme pro¬ 
vides for the levy of a betterment tax for a period of 
20 years at 7J per cent. The area of the scheme is 
3 03 acres and the entire area belongs to a indi¬ 

vidual On the representation made by the owner, the 
levy of betterment tax was reduced by Government 
to 2* per cent, for a period of 30 years. The collec¬ 
tion of betterment tax was also waived for a few years 
with the approval of Government. The owner has how¬ 
ever filed a civil suit in the District Munsif’s Court. 
Tuticonn questioning the validity of the scheme and 
has also obtained in interim injunction order restrain¬ 
ing the municipality from collecting the tax and also 
enforcing the provisions of the scheme. In view of 
the above orders of the Court, no collection of better¬ 
ment tax is made. 


Under the provisions of section 27 of the Act, the 
estimation of the market value of a property at the 
date of publication of the notification under section 10 
or section 12 will have to be done by an Arbitrator 
appointed by the State Government who will determine, 
with reference to the claims, made, the properties which 
are liable to the betterment contribution under 
section 23. 


Rules have been framed by Government in this be¬ 
half and rule 55 of the Madras Town Planning Rules 
reads as follows: 


3. Town Planning Scheme ' A ’—Part I. 

The scheme was sanctioned in G. O. No. 765, dated 
8th March 1951 and was published in the Fort St. George 
Gazette on 3rd July 1951 from which date the 
scheme takes effect. 


The scheme provides for a levy of betterment tax 
for a term of 10 years at the rate of 7$ per cent 


Demands for collections of tax is about to be made 
and developments are awaited. 


Rules 55(1) ‘Where the scheme provides for the 
levy of a betterment contribution, the council shall 
within the time, if any, limited by the scheme, file 
before the Arbitrator a claim in form No. 20 


General .—It has been found that the levy of better¬ 
ment tax has not been popular anywhere and has been 
stoutly opposed and practically nullified with the help 
of the civil courts. 


2. The Arbitrator shall give notice to the owner of 
every property in respect of which such claim is made 
the day or days on which he will hold an enquiry in 
respect of— 

(a) the liability of the land to a betterment contri¬ 

bution ; and 

(b) the value of the land on the date of the notifi¬ 

cation under section 10 or under section 12. 


The Arbitrator will then record his decisions in 
another form. 


Town Planning Schemes sanctioned and under execution 
in this Municipality. 

There are three sanctioned Town Planning Schemes 
under execution in this Municipality and the details in 
respect of each scheme is given below: 

22 pinance/55 


This question has been examined in detail by the 
Madras Town Planning Enquiry Committee in Chapter 
RR + o^ eir report> dated 13th December 1948 (pages 

oD 10 */•$)• 


The very conception of manual labour being 'Con¬ 
tributed’ as an additional tax or in payment or part 
payment of the said tax and the method of * taxation ’ is 
not likely to find favour even with rural people who 
make a living by manual labour. There is an element 
of discrimination between one tax payer and nn nth w 
one paying his taxes in money and another paying it in 
the shape of labour which has got to be evaluated for 
this purpose. It would of course be better if all the 
people in any area without exception could contribute 
manual labour of an equal extent for any common pur¬ 
pose but that will not be possible in this country Volu¬ 
ntary labour is quite a different thing but expecting or 
accepting payment of any tax in the shape of manual 
labour even on an optional basis seems funda mentally 
wrong. (Question 228.) ' 

27 
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ANNEXURE. 

A.—General Information. 

1938-39 1939-40 1944-46 1945-40 1946-47 1947-48 

_ (1) _ (2) (3) (4) (5) (6) (7) 

1. Population . . 60,395 60,395 75,753 75,753 75,753 75,863 

Rs. A. P. Rs. A. P. Rs. A. P. Rs. A. P. Rs. A. P. Rs. A. P. 

2. Total inoome from all 3,64,275 0 0 3,91,680 0 0 6 11,235 0 0 6,09,505 0 0 6,64,627 0 0 8,38,272 0 0 

sources. 

3. Total income from rates 2,47,836 0 0 2,66,524 0 0 2,94,502 0 0 3,14,596 0 0 3,36,451 0 0 4,01,861 0 0 

and taxes. 

4. Per capita incidence of e06 693 681 809 8 12 6 11 1 3 

total income. 

6. Per capita incidence of 420 453 3 12 1 3 16 11 423 602 

inoome from taxes. 

Tax Revenue B.—Details op Income 

1. General property tax 1,21,890 0 0 1,30,430 0 C 1,35,160 0 0 1,36,607 0 0 1,43,499 0 0 1,73,329 0 0 

(Tux on lands and 
buildings). 

2. Service taxes (water, 94,680 0 0 1,01,144 0 C 1,34,903 0 0 1,52,460 0 0 1,69,918 0 0 1,91,327 0 0 

lighting, drainage, 
oonservanoy, eto.). 

8. Local Fund Cess . 

4. Ootroi and Terminal .. ,, 

tax (to be shown 
separately). 

5. Tolls (compensation) 16,374 0 0 10,257 0 0 13,183 0 0 14,799 0 0 22,875 0 0 22,175 0 0 

(excludes additional 
and arrear com¬ 
pensation. 

8. Taxes on goods and ,. ., .. ,. 

passenger oarried 
by road and water 
wavs. 

1948-49 1949-60 1950-51 1951-52 1952-63 1953-54 

_(1)__(8)_(9)_(10)_(11)_(12)_ (13) 

1. Population . . 76,763 76,753 75,763 98,452 ' 98,452 98,462 

Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. 

2. Total income from all 8,76,666 0 0 9,49,593 0 0 10,97,605 0 0 11,53,944 0 0 11,31,997 0 0 11,46,370 0 0 

sources. 

3. Total income from rates 3,98,777 0 0 6,39,995 0 0 6,07,034 0 0 6,18,548 0 0 6,45,290 0 0 6,49,710 0 0 

and taxes. 

4. Per capita incidence of 11 9 0 12 8 7 14^7 10 11 11 6 11 8 0 11 10 3 

total inoome. * 

6. Per capita incidence of 5 10 3 0 14 7 7 13 0 051 684 096 

income from taxes. 

Tax Revenue 

1. General property tax 1,77,407 0 0 2,07,959 0 0 1,96,877 0 0 1,99,295 0 0 2,32,474 0 0 2,47,020 0 0 

(Tax on lands and 
buildings). 

2. Service taxes (water, 2,30,346 0 0 3,11,624 0 0 3,40,520 0 0 3,46,651 0 0 3,40,025 0 0 3,32,020 0 0 

b'ghting, drainage, 
conservancy, eto.). 

3. Local Fund Cess 

4. Ootroi and Terminal 

tax (to be shown 
separately). 

5. Tolls (compensation) 23,720 0 0 22,000 0 0 22,000 0 0 22,000 0 0 22,000 0 0 22,000 0 0 

(exoludes additional 
and arrear com¬ 
pensation. 

6. Taxes on goods and 

passenger carried 
by road and water 
ways. 
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ANNEXURE— contd. 
B.— Details of Income — contd. 



1938-39 


1939-40 


1944-45 


1946-46 


1946-47 


1947-48 


(1) 

(2) 


(3) 


(4) 


(6) 


(6) 


(7) 


7. Taxes on .vehicles 
animals ana boats. 

Rs. A. 
11,920 0 

P. 

0 

Rs. 

12,622 

A. P. 

0 0 

Rs. 

11,819 

A. P. 

0 0 

Rs. 

29,116 

A. P. 

0 0 

Rs. 

17,364 

A. P. 

0 0 

Rs. 

16,946 

A. P. 
0 0 

8. Profession tax . 

19,340 0 

0 

22,423 

0 0 

12,620 

0 0 

13,684 

0 .0 

16,680 

0 0 

20,269 

o c 

9. Theatre tax (nil). 
Entertainment tax. 

408 0 

0 

110 

0 0 

318 

0 0 

16,646 

0 0 

26,076 

0 0 

41,951 

0 0 

10. Pilgrim tax 



*• 


•• 


-• 


•• 


•• 


11. Town Improvement 
and betterment tax. 

•• 


>• 


•* 


•- 


•• 


•- 


12. Other taxes, cesses 
rates (to be specified 
separately). 

•• 


*• 


•• 


' * 


* * 




13. Surcharge on stamp 
duty. 

•• 


•• 


•• 




7,770 

0 0 

44,608 

0 0 


Non-Tax Revenue 
(a) Grants from Govern¬ 
ment— 


(i) Roads and Build¬ 
ings. 


(ii) Education . 

4,821 

0 

0 

4,821 

0 

0 

4,941 

0 

0 

21,239 

0 

0 

26,680 

0 

0 

27,184 

0 

0 

(iii) Medical and 







1,261 

0 

0 

;.1,881 

0 

0 

630 

0 

0 

3,552 

0 

0 

Publio Health. 



















(iv) Other purposes . 




1.2,778 

0 

0 

12,666 

0 

0 

130 

0 

0 

200 

0 

0 

160 

0 

0 

Total 

4,821 

0 

0 

7,597 

0 

0 

18,868 

0 

0 

23,250 

0 

0 

27,510 

0 

0 

30,816 

0 

0 

(6) Pinos eto. 

6,110 

0 

0 

5,509 

0 

0 

2,250 

0 

flt> 

2,890 

0 

0 

2,519 

0 

0 

5,476 

0 

0 

yt) Miscellaneous . 

89,72e 

0 

0 

95,683 

0 

0 

1,82,114 

0 

0 

2,37,485 

0 

0 

2,42,166 

0 

0 

2,91,385 

0 

0 

GRAND TOTAL 

3,64,275 

0 

0 

3,91,680 

0 

0 

5,11,235 

0 

0 

6,09,565 

0 

0 

6,64,627 

0 

0 

8,38,272 

0 

0 


1948-49 


1949-60 


1960-51 


1951-52 


1952-53 


1963-54 


(1) 

(8) 



(9) 



(10) 



(ID 



(12) 



(13) 



7. Taxes on vehicles 

16,710 

0 

0 

17,390 

0 

0 

23,193 

0 

0 

23,960 

0 

0 

23,635 

0 

0 

23,800 

0 

0 

animals and boats. 



















8. Profession tax . . 

19,727 

0 

0 

22,188 

0 

0 

46,444 

0 

0 

49,642 

0 

0 

49,156 

0 

0 

46,870 

0 

0 

9. Theatre tax (nil) 

40,316 

0 

0 

63,938 

0 

0 

46,005 

0 

0 

45,648 

0 

0 

60,622 

0 

0 

47,020 

0 

0 

Entertainment tax. 



















10. Pilgrim tax 

• • 



• • 



• • 



.. 



.. 



• • 



11. Town Improvement 

\ 



. . 



954 

0 

0 

448 

0 

0 

236 

0 

0 

11,610 

i 

0 


and betterment tax. 


12. Other taxes, cesses 
rates (to be specified 
separately). 


13. Surcharge on stamp 
duty. 

64,928 

0 

0 

34,331 

0 

0 

55,650 

0 

0 

48,467 

0 

0 

65,883 

0 

0 

62,060 

6 

0 

Non-Tax Revenue 
(a) Grants from Govern, 
mt-nt— 



















(i) Roads and Build¬ 
ings. 

« 1 



• • 






k 4 






* * 



(ii) Education . 

27,502 

0 

0 

30,824 

0 

0 

45,608 

0 

0 

40,211 

0 

0 

40,633 

0 

0 

41,170 

0 

6 

(iii) Medical and 

Publio Health. 

2,492 

0 

0 

2,978 

0 

0 

.. 3,177 

0 

0 

4,193 

0 

0 

8,617 

0 

0 

13,310 

0 

0 

(iv) Other purposes . 

300 

0 

0 

160 

0 

0 

150 

0 

0 

150 

0 

0 

• • 



.. 



Total 

30,294 

0 

0 

33,952 

0 

0 

48,935 

0 

0 

44,659 

0 

0 

49,250 

0 

0 

54,480 

0 

0 

(6) Fines, etc. 

5,899 

0 

0 

7,341 

0 

0 

7,390 

0 

0 

7,962 

0 

0 

9,077 

0 

0 

7,200 

0 

0 

(c) Miscellaneous . 

3,21,731 

0 

0 

2,38,870 

0 

0 

3,10,591 

0 

0 

3,66,770 

0 

0 

2,89,639 

0 

0 

3,13,910 

0 

0 

GRAND TOTAL 

8,75,665 

0 

0 

9,49,593 

0 

0 

J0,97,606 

0 

0 

11,53,944 

0 

0 

11,81,997 

0 

0 

11,46,370 

0 

0 


27 a 
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ANNEXURE—eoitcid. 

B. —Details or Ihookb— cone Id. 



1938-39 

1939-40 

1944-45 

1945-46 

1946-47 

1947-48 

(1) 

(2) 

(3) 

w 

(6) 

(6) 

(7) 


Rs. A. F. 

Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

• Rs. . 


Water and Drainage tax • 74,490 0 0 79,718 0 0 51,231 0 0 51,669 0 0 54,310 0 0 56,167 0 0 

Scavenging tax . • 20,196 0 0 21,426 0 0 26,085 0 0 26,106 0 0 27,055 0 0 46,294 0 0 

Lighting tax ... .. .. 41,289 0 0 42,115 0 0 44,096 0 0 63,891 0 0 

Education tax , .. .. 16,298 0 0 32,671 0 0 34,467 0 0 34,975 0 0 

Total . 94,786 0 0 1,01,144 0 0 1,34,993 0 0 1,62,460 0 0 1,59,918 0 0 1,91,327 .0 0 

C.—Details or Expenditure. 

1. Administration . . 23,622 0 0 22,327 0 0 43,757 0 0 44,077 0 0 40,250 0 0 47,493 0 0 

2. Service (Water supply 1,68,033 0 0 1,67,840 0 0 2,56,681 0 0 3,20,945 0 0 3,89,763 0 0 4,05,411 0 0 

drainage, oonser- 
vanoy, lighting, eto.) 

3. Medioal and Publio 42,233 0 0 33,420 0 0 26,671 0 0 43,631 0 0 36,179 0 0 47,939 0 0 

Health (excluding 
conservancy). 

4. Roads and Buildings . 81,674 0 0 82,729 0 0 68,854 0 0 58,656 0 0 84,084 0 0 1,22,436 0 0 

6. Miscellaneous . . 48,120 0 0 44,556 0 0 21,441 0 0 28,738 0 0 32,592 0 0 60,818 0 0 

Total . 3,63,682 0 0 3,60,872 0 0 4,17,304 0 0 4,96,046 0 0 6,82,868 0 0 6,84,097 0 0 

Water supply and drainage 78,791 0 0 77,182 0 0 65,306 0 0 91,111 0 0 1,13,031 0 0 1,24,500 0 0 

Couservanoy . . . • 61,681 0 0 62,364 0 0 1,12,405 0 0 1,42,917 0 0 1,82,267 0 0 1,76,716 0 0 

Lighting. ..... .. 36,905 0 0 37,288 0 0 38,298 0 0 40,131 0 0 

Education . . . 27,661 0 0 28,294 0 0 42,066 0 0 49,629 0 0 56,167 0 0 65,064 0 0 

Total . 1,68,033 0 0 1,67,840 0 0 2,56,681 0 0 3,20,946 0 0 3,89,763 0 0 4,06,411 0 0 

1948-49 1949-60 1950-51 1951-62 1952-63 1963-64 

(1) (8) (9) (10) (11) (12) _(13)^ 

Water and drainage tax . 

Scavenging tax 
Lighting tax . . . 

Education tax 

Total 


1. Administration . . 

68,685 

0 

0 

67,164 

0 

0 

61,933 

0 

0 

71,872 

0 

0 

79,500 

0 

0 

71,670 

0 

0 

2. Servioe (Water supply 

4,91,693 

0 

0 

5,41,196 

0 

0 

5,34,440 

0 

0 

6,68,294 

0 

0 

.6,69,772 

0 

0 

7,64,890 

0 

0 

drainage, oonser- 

vancy, lighting, eto.) 

8. Medioal and Publio 

52,852 

0 

0 

87,338 

0 

0 

99,143 

0 

0 

1,18,733 

0 

0 

1,11,670 

0 

0 

1,19,700 

0 

0 

Health (excluding 
oonservanoy). 

4. Roads and Buildings . 

1,08,212 

0 

0 

1,74,449 

0 

0 

3,01,653 

0 

0 

1,64,694 

0 

0 

1,65,664 

0 

0 

94,960 

0 

0 

6. Miscellaneous . 

70,410 

0 

0 

68,669 

0 

0 

67,246 

0 

0 

1,08,465 

0 

0 

1,72,656 

0 

0 

1,90,310 

0 

0 

Total 

7,81,852 

0 

0 

9,31,816 

0 

0 

10,64,415 

0 

0 

11,22,048 

0 

0 

11,54,062 

0 

0 

12,41,530 

0 

0 


71,711 

0 

0 

1,01,080 

0 

0 

1,39,408 

0 

0 

1,42,391 

0 

0 

1,61,713 

0 

0 

1,60,610 

0 

0 

60,732 

0 

0 

63,647 

0 

0 

60,610 

0 

0 

61,194 

0 

0 

64,052 

0 

0 

65,130 

0 

0 

49,719 

0 

0 

75,403 

0 

0 

71,810 

0 

0 

72,664 

0 

0 

62,962 

0 

0 

42,490 

0 

0 

48,183 

0 

0 

71,494 

0 

0 

68,792 

0 

0 

69,502 

0 

0 

71,298 

0 

0 

73,890 

0 

0 

2,30,345 

0 

0 

3,11,624 

0 

0 

3,40,620 

0 

0 

3,45,651 

0 

0 

3,40,026 

0 

0 

3,32,020 

0 

0 


Water supply and drainage 1,68,119 0 0 1,74,038 0 0 1,85,800 0 0 2,04,603 0 0 2,85,216 0 0 2,96,460 0 0 

. 2,00,208 0 0 2,53,140 0 0 2,33,467 0 0 2,47,406 0 0 2,61,667 0 0 2,71,770 0 0 

. 42,173 0 0 40,630 0 0 40,243 0 0 39,297 0 0 35,351 0 0 65,570 0 0 


. . 81,193 0 0 73,388 0 0 74,930 0 0 77,088 0 0 87,538 0 0 1,41,090 0 0 

Dotal . 4,91,693 0 0 6,41,196 0 0 6,34,440 0 0 6,68,294 0 0 «,60,772 0 0 7,64,890 O 6 


Conservancy . 
Lighting . 
Education 
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Replies of the Virudhunagar Municipality to the questionnaire of the Taxation 

Enquiry Commission. 


PART VI— LOCAL TAXATION 

Question 195 (a) and (b).—Profession tax, which is a 
local tax, is now being levied by local bodies in an arbi¬ 
trary manner and there is no provision in the local Acts 
to call for the accounts from the assessees. With a view 
to avoid unnecessary duplication of staff and needless 
harassment of the tax-payers by different tax-agencies, 
the profession tax may be assessed and collected as a 
surcharge on the income-tax, or sales tax, as tire case 
may be, of Income-tax assessees and non-income-tax 
assessees, as in the case of surcharge on stamp duty. 

Question 198.—In respect of the tax oh lands and 
buildings, which are assessed on the basis of their rental 
value, the rates of taxation are not now limited. It is 
essential that the minimum and the maximum rates are 
fixed to enable local bodies to use their powers of taxa¬ 
tion fuliy. 


Question 201.—In the ease of the levy ef general 
property tax by local bodies the basis of annual rental 
value is preferable to that of capital value. 

Question 203.—New buildings may be exempted from 
tax for one year after their construction with a view 
to encouraging ho\ise-buildmg. 

Question 204—Property tax should be progressive. 

Question 210.—If it is not possible to assign to local 
bodies a portion of the sales tax collected by the State 
Government, the local bodies should in the alternative 
be allowed to levy a surcharge on sales tax. 

Question 220.—If it is not possible to levy the pro¬ 
fession tax as a surcharge on income-tax, tee recommen¬ 
dation of the Local Finance Enquiry Commission that 
the limit of Rs. 250 placed on profession tax by tile 
constitution should be raised to Rs. 1,000 is agreed to. 


Question 199.—A proportion of the sales tax collect¬ 
ed by the State Government within local areas (with 
the local bodies exercising no responsibility in respect 
of the tax), may be assigned to the local bodies con¬ 
cerned to equip them with additional resource* beyond 
their powers of taxation. 


Question 222.—With a view to avoid unnecessary 
duplication of work and staff, the betterment tlbt in 
connection with town improvement schemes of locifl 
bodies may be allowed to be levied as a surcharge on 
tee property tax in the areas concerned for a limited 
number of years. 



Replies of the Corporation of Madras to the Questionnaire of the Taxation 

Enquiry Commission. 

PART VI—LOCAL TAXATION. 


Question 185.—The present system of local taxation 
is not elastic enough to meet the growing needs of the 
administration of Local Bodies. The taxes on properties 
constitute major portion of the Revenue. Levy of Octroi 
or Terminal tax has not been imposed in Madras as in 
Bombay and Calcutta Corporations with the result that 
the Corporation of Madras has been deprived of a good 
source of income. The Constitution may be amended 
to permit local bodies of metropolitan cities in India 
to levy Octroi. In the alternative, the State Govern¬ 
ment may levy and collect a surcharge on Sales tax 
and hand over the proceeds to the local bodies. Taxes 
on vehicles including motor vehicles should be entirely 
a source of revenue for local bodies which maintain 
most of the roads. Sales tax on petrol and customs 
duties on motor vehicles and petrol are available to the 
State and Union Governments to meet the expenditure 
on roads which they maintain. 


taxes, only a small compensation based on tfie income 
realised 20 years ago is paid to it. 

Question 190.—No 

Question 191.—No. 

Question 192.—No. 

Question 193.—(a) Yes—Generally. 

(a) Yes—Generally. 

(b) Yes—Generally. 

(c) The Entertainment tax is collected by the Govern¬ 
ment and 10 per cent, is with-held as collection charges. 
The Corporation will be able to collect the tax at a 
cost of less than 1 per cent, of the proceeds of the tax 
and more efficiently. 

Question 194.—No. 


Question 186.—The recommendation of the Local 
Finance Enquiry Committee that a terminal tax on 
goods and passengers carried by rail, or sea or air be 
transferred from the Union to the State list is favoured, 
subject to the condition that the revenue derived from 
this source should be apportioned among the concerned 
Local Bodies. 

The provision in the Constitution exempting certain 
Union Government properties from local taxation and 
leaving local taxation of certain other properties of the 
Union Government to the discretion of the Union Govern¬ 
ment is unfair and improper. Local Bodies are more 
or less like commercial bodies rendering services and 
the taxes levied by local bodies are of the nature of 
fees for the services such as roads, lights, water supply 
and drainage rendered to the properties. It is neither 
fair nor proper that any property which obtains the ser¬ 
vices should escape paying for such services. The pro¬ 
perties of the State Government are not exempt from 
local taxation and there is no moral justification for 
allowing properties of the Union Government to escape 
payment for services rendered to them. The provision 
in the constitution should be amended so as to make 
such properties liable to local taxation on the same lines 
on which properties of State Government are assessed. 

The property tax should be deducted from the income 
of a person for arriving at the net income liable to in¬ 
come-tax. The entire property tax should also be 
similarly deducted. 

Question 187.—City Corporations and the capital of 
each of the States alone may be permitted to have the 
income derived by the levy of Octroi or Terminal taxes. 
It may not be allowed to be levied by the various Dis¬ 
trict Municipalities as it will become vexatious to the 
public and the trade and irksome from the point of view 
of collection. 

Question 188.—Taxes on land and buildings, tax on 
vehicles other than those mechanically propelled, tax on 
animals, tax on profession, trade, calling and employ¬ 
ment, although now included in the State list, this 
Corporation is allowed 1 to levy such taxes within its 
jurisdiction, by an Act of the State Legislature. Tolls, 
included in the State list is not allowed to be levied by 
this Corporation, though the State Government pays 
compensation based on the income derived more than 
20 years ago. Tax on Entertainments which is also in 
the State list is levied by the State but the proceeds of 
the tax less collection expenses are transferred to the 
Corporation. 

Quesflon 189.—A tax on entry of goods into the local 
area for consumption, use or sale therein, (Item 52 of 
the State list), a tax on consumption and sale of elec¬ 
tricity (Item 53 of the State list) which may be levied 
by this Corporation are not allowed to be levied as 
these taxes have been included in the State list. 

Taxes on vehicles propelled by mechanical power 
are not allowed to be levied by the Corporation. 
Though, as the authority which maintains the roads, the 
Corporation is entitled to the entire proceeds of these 


Question 195.— (a) No. 

(b) Does not arise. 

Question 196.—Such defects have not been noticed 
in the working of this Corporation. 

Question 197.—No. 

Question 198.—No. This Corporation is using all the 
powers of taxation vested in it under the Act. 

Question 199.—The assignment of the entire proceeds 
of tax now collected by the State within the area of 
this Local Body in respect of taxes on motor vehicles 
and tax on consumption or sale of electricity is favoured. 
Assessment and collection thereof may vest in the State 
Government but assignment of the proceeds of the tax 
to this Corporation will be sufficient instead of transfer 
of additional powers of taxation to Local bodies in this 
respect. A small surcharge on sales tax may also be 
levied by the State Government and handed over to 
Local bodies on the basis of collections made within the 
area of each local body. 

Question 200.—So far as the levy of tax on lands 
and properties by the Corporation is concerned, there 
has not been much of a conflict on the levy of Income-tax 
by the Union or non-agricultural assessment by the 
State. The taxes levied by local bodies should however 
be deducted from the gross income for arriving at the 
net income liable to Income-tax. 

Question 201.—The annual rental value basis has 
been found to be simple and practical. The recom¬ 
mendation of the Local Finance Enquiry Committee in 
this regard is supported in toto. 

Question 202.—Instances of Municipal Bodies failing 
to levy the property tax inspite of Statutory obligation 
or refusing to increase the rate of tax are very few. 

The State Government is not levying an urban 
immovable property tax in this state. As property tax 
constitutes the main source of revenue of urban local 
bodies and the taxes levied by them are already quite 
heavy in most cases, it is undesirable that the Govern¬ 
ment should also levy a tax on the same properties. The 
State Government may, if necessary, take powers to 
direct local bodies to levy the tax at the rate which the 
Government consider necessary. 

Question 203.—At present buildings with an annual 
rental value of Rs. 36 and below are exempt, under the 
provisions of the City Municipal Act. There is no justi¬ 
fication for the continuance of such exemption having 
regard to the amenities provided by Local Bodies. 
Owner occupied properties should be dealt with on the 
same basis as rented properties as otherwise it will lead 
to unequal assessments. Buildings owned by charitable 
and Educational Trusts should be assessed leniently if 
the buildings are actually used for charitable or educa¬ 
tional purposes. But properties owned by Charitable 
and Educational Trusts, the income from which is used 
for running charitable and educational institutions 
should be taxed on the normal basis. 
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Co-operative Housing Societies should be assessed on 
the same basis as rented properties. There is no strong 
case to exempt new buildings for the first few years 
of their construction. An inducement in the form of 
tax relief may be given in respect of Income-tax. 

Question 204.—Property tax should be progressive. 
In Madras City progressively higher rates are applic¬ 
able to buildings with an annual rental value of Rs. 1,200 
and above,»Rs. 540 upto Rs. 1,119 and Rs. 540 and below 
and these limits are suitable. The maximum rate should 
not be more than 25 per cent, over the minimum. For 
this purpose the rental values of all the properties owned 
by a person or authority should be added together and 
the total annual value of the properties owned taken as 
the basis. 

Question 205.—All urban Local bodies and Pan- 
chayats may be empowered to levy property tax. It 
may be subject to a minimum rate being compulsorily 
levied. It may be levied subject to prior notice and 
where it is levied for the first time, after a lapse of a 
reasonable interval of time and after inviting objections 
as to the rate of tax. 

A cess on land revenue is now levied for the benefit 
of District Boards and Panchayats and this may be 
continued. 

Question 206.—In regard to objections to assessment, 
provision may be made for appeal against the order of 
the executive authority to a Court of Law or to a 
specially appointed Judge of the State’s Court of Small 
Causes in Presidency towns. 


Question 212.—At the tax is not levied, no recom* 
mendation is made. 

Question 213.—The basis of assessment should be 
both ad valorem and by weight according to the nature 
of goods, its value, its weight and volume. The pro* 
cedure to be adopted against delays and difficulties may 
have to be varied from time to time with reference to 
local conditions. 

Question 214.—Yes. 

Question 215.—Octroi may be avoided by permitting 
the levy of a surcharge on sales tax for the benefit of 
local bodies. 

Question 216.—If the State Government allows, the 
proceeds of the “tax on entry of goods into the local 
area for consumption, use or sale therein ” (Item 52 of 
the State list) may be transferred to the respective Local 
bodies and the “ tax on goods carried by road ” (Item 56 
of the State list) may be allowed to be enjoyed by the 
State. 

Question 217.—Yes. Levy of tax on occupiers of 
Boarding and Lodging houses in bigger Local bodies is 
feasible but the income derived therefrom may not be 
justifiably sufficient or commensurate with the difficult 
ties involved in collection. It is difficult to suggest a 
suitable form of taxation on floating population as such, 
apart from a terminal tax oh passengers. 

Question 218.—The introduction of ‘Poll Tax’ is not 
considered desirable. 


Question 207.—It is better to levy “ service taxes ” 
as components • of the consolidated property tax. Ser¬ 
vice taxes should roughly correspond to the expenditure 
incurred by the Local Body for providing such ameni¬ 
ties for the entire area of the Local body as a whole 
irrespective of particular areas deriving or not deriv¬ 
ing the benefit of such amenities. Where a Local body 
is in a position to provide amenities to Railway, Govern¬ 
ment and Port Trust properties, to the same extent it is 
able to provide for others, there is no justification for 
claiming exemption from the levy of “ Service taxes ”, 
by the Railways, Government or Port Trust authorities. 

Question 208.—Does not relate to the Corporation of 
Madras. 

Question 209.—In the State of Madras, no Octroi as 
such is levied. The Corporation of Madras levies a tax 
on timber brought into the city by rail or road, not ex¬ 
ceeding Rs. 5 per ton. But no tax is levied on timber 
brought into the city, in the course of transit, to any place 
outside the city. This is a form of Octroi which has 
been levied by this Corporation for a long time. Collec¬ 
tion is being made at the import points through Port 
Trust for consignments received by sea, through Railway 
administration in respect of consignments brought by 
Rail, and through Public Works Department of the Gov¬ 
ernment of Madras for consignments brought by canals 
and by the Corporation for consignments brought by 
Road. Collection expenditure has not exceeded 10 per 
cent of the revenue. 

It has not been possible to increase the rate of tax 
on account of the limitation placed by the Constitution. 
Octroi and Terminal taxes are not mutually exclusive 
systems. It would be permissible and desirable in cer¬ 
tain circumstances to combine the two systems:—Levy 
of a tax on goods on entry and a levy of tax on 
passengers carried by rail, or sea, or air. As the levy 
of Terminal tax on passengers carried by rail, or sea, or 
air is in the Union list and the tax on entry of goods into 
the local area for consumption is included in the State 
list. Local Bodies are at present precluded from levying 
such a tax or duty. 

Question 210.—Levy of Octroi on certain specified 
and important goods entering Metropolitan cities and 
the levy of Terminal tax on passengers in important 
cities and in pilgrim centres is desirable, as it will 
augment the sources of revenue of such local bodies and 
enable it to discharge its functions satisfactorily. 

Levy of surcharge on sales tax is feasible, as the 
State Government can collect it along with the sales 
tax and transfer the proceeds to Local bodies. As this 
can be realised without collection charges and without 
the annoyance and the scope for corruption which Octroi 
duties involve, it is desirable to levy a surcharge on sales 
tax instead of Octroi. 

Question 211. At present no Octroi or terminal tax 
is being levied by the Corporation of Madras. 


Question 219.—(a) No. 

(b) No. 

Question 220.—The present limit of Rs. 250 placed 
under ‘ Profession tax ’ by the Constitution may be raised 
to Rs. 500 per annum. Prior to the passing of the Pro¬ 
fession tax Limitation Act and the limitation placed by 
the Constitution later, this Corporation had power to 
levy profession tax upto Rs. 1,000 per annum. A reason¬ 
able maximum limit of Rs. 500 is therefore con¬ 
sidered desirable. The levy of tax on profession by the 
State Government is not recommended. Local Bodies 
who are in charge of cities and important towns may 
suitably levy subject to minimum and maximum rates. 
The tax should be compulsorily levied on a minimum of 
a net income of Rs. 100 and above per mensem and the 
minimum rate of tax leviable should be specified in the 
Act and the rate of tax on higher income may also be 
progressive. It cannot be co-related with Income-tax as 
the exemption limit for the purpose of Income-tax may 
result in the omission of a large percentage of assessees 
otherwise leviable to profession tax by local bodies. 

The profession tax should be made collectable at 
source and employees of more than 10 persons should be 
made liable to collect and hand over the proceeds to the 
local bodies. 

Question 221.—Local bodies in Madras are not allow¬ 
ed to levy ‘Theatre tax’. It is levied by the State. It 
is fit and proper that such a tax should either be levied 
by the Local bodies or the proceeds thereof transferred 
to the concerned Local body where it is levied by the 
State Government. 

Question 222.—Beterment tax is levied by this Cor¬ 
poration even at present but it is limited to the expendi¬ 
ture on improvements carried out to particular areas. 
It is not levied as a source of revenue. The present 
arrangement is fair and may continue. 

Question 223.—Levy of surcharge on sales tax and 
sale of petrol or apportionment of a part of it to the 
Local Body in proportion to the sales made in the area 
of Local body concerned, may be provided for. 

Running of a transport service by each Local body 
on a monopoly basis will be an additional source of in¬ 
come for Local bodies. 

Question 224.—No. Generally speaking, the re¬ 
sources are fully utilised. 

Question 225.—Levy of additional penalty or interest 
if the tax is not paid within the specified period may 
accelerate collection. 

Question 226.—Does not arise. 

Question 227.—No. 

Question 228.—No. It is not practicable in towns and 
cities. 



SUPPLEMENTARY QUESTION AIRE . 
A —General Information. 


1948-49 


1949-60 


1960-61 


1962-63 


Population . 


7,77,481 


7,77,481 

Ra. a. r. 


14,29,374 


14,29,374 


14,29,374 


Ra, a. p. 


Ra. A. p. 


Ra. f a. t 


2. Total inoome from all sources 1,78,73,347 0 0 1,80,63,882 0 0 1,90,29,966 0 0 2,38,98,282 0 0 2,31,54,318 0 0 

3 . Total inoome from rates and 1,22,36,640 0 0 1,32,74,166 0 0 1,40,64,046 0 0 1,67,29,649 0 0 1,67,13,463 0 0 

taxes. 


4 . Per oapita inoidenoe of total 

income (Under Property 
tax alone). 

5. Per capita inoidenoe of income 

from taxes. 


9 6 6 


12 7 9 


10 4 10 


13 5 7 


7 11 6 


10 12 3 


8 7 3 


12 10 1 


8 10 3 


12 1 1 


I. Tax Revenue 

1. General Property tax . 

2. 8ervioe tax— 

(а) Lighting .... 

(б) Water .... 
(e) Drainage .... 

3. Ootroi and terminal taxes . 

4. Taxes on Goods and Pas¬ 

sengers carried by Road or 
inland Water ways. 

6. Taxes on V. A A. . . 

6. Profession tax , . . 

7. Town Improvement—Better¬ 

ment tax. 

8. Other taxes— 

(а) Companies tax . . . 

(б) Tax on timber . 

(c) Ent. tax .... 
(<f) Duty on trans. of property 
(e) Adv. tax .... 
(/) Tax on carta 


B—Ditails or Income 

67,16,702 0 0 64,30,429 0 0 68,98,468 0 0 82,13,323 0 0 84,90,640 0 0 


9,12,876 0 0 9,52,083 0 0 10,22,279 0 0 12,44,731 0 0 12,09,411 0 0 

7,03,701 0 0 7,40,603 0 0 7,67,366 0 0 9,33,622 0 0 9,07,998 0 0 

9,71,480 0 0 9,87,363 0 0 10,23,168 0 0 12,44,701 0 0 12,10,664 0 0 


2,28,712 0 0 2,18,064 0 0 2,13,796 0 0 2,68,218 0 0 2,49,720 0 0 

5,88,393 0 0 5,88,602 0 0 5,68,867 0 0 6,73,280 0 0 6,84,346 0 0 


19,810 0 0 


49,624 0 0 1,52,497 0 0 3,46,652 0 0 4,61,169 0 0 


4,01,077 0 0 4,49,923 0 0 4,62,160 0 0 4,77,560 0 0 4,96,872 0 0 

1,85,922 0 0 1,30,399 0 0 1,51,203 0 0 1,60,866 0 0 1,62,994 0 0 

13,29,373 0 0 14,89,433 0 0 16,58,189 0 0 18,99,268 0 0 17,81,710 0 0 

9,97,972 0 0 10,29,973 0 0 9,26,048 0 0 11,63,472 0 0 9,24,947 0 0 

1,10,943 0 0 1,29,145 0 0 1,27,465 0 0 1,29,371 0 0 1,47,619 0 0 


79,479 0 0 


83,534 0 0 


82,740 0 0 


84,685 0 0 


86,564 0 0 


1,22,36,640 0 0 1,32,74,155 0 0 1,40,54,045 0 0 1,67,29,649 0 0 1,67,13,463 0 0 


II.—Non-tax Revenue 


(a) Grants from Government— 

(1) Roads and buildings . 

(2) Education Secondary 

(3) Medioal and P.H. purposes 

(4) Other purposes 


26,799 0 0 
5,371 0 0 
1,925 0 0 


83,095 0 0 


39,799 0 0 
4,917 0 0 
2,810 0 0 


47,836 0 0 


38,799 0 0 
9,214 0 0 
20,790 0 0 


68,803 0 0 


44,580 0 0 
8,603 0 0 
26,646 0 0 


79,828 0 0 


44,880 0 0 
10,087 0 0 
26,409 0 0 


81,376 0 0 


(b) Fees, Fines, etc .— 

(1) Lioense fees from Private 

Markets. 

(2) O. k D. Lioense 

( 3 ) Building License . . 


(e) Miscellaneous 


GRAND TOTAL 


57,878 0 0 


98,686 0 0 


83,107 0 0 


76,763 0 0 


10,44,099 0 0 8,21,832 0 0 7,44,569 0 0 8,70,281 0 0 8,92,180 0 0 

2,58,641 0 0 2,16,893 0 0 2,32,127 0 0 1,64,452 0 0 

10,44,099 0 0 11,38,351 0 0 10,60,137 0 0 11,86,516 0 0 11,33,845 0 0 

43,59,613 0 0 36,03,850 0 0 38,46,980 0 0 59,03,290 0 0 62,26,144 0 0 

1,76,73,347 0 0 1,80,63,882 0 0 1,90,29,965 0 0 2,38,98,282 0 0 2,31,54,818 0 0 
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C—Ditails or Exinditubi 



1948-49 



1949-50 



1950-61 



1951-52 



1952-53 



Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

. A. 

p. 

Rs. A. 

P 

1. Administration 

t 

13,96,955 

0 

0 

13,77,736 

0 

0 

14,00,396 

0 

0 

15,80,252 

0 

0 

17,08,774 0 

0 

2. Services— 















(a) Water supply . 

19,05,120 

0 

0 

19,03,954 

0 

0 

21,53,198 

0 

0 

21,54,206 

0 

0 

22,79,788 0 

0 

(6) Drainage 

. 21,42,201 

0 

0 

23,06,468 

0 

0 

22,61,480 

0 

0 

23,82,439 

0 

0 

25,10,813 0 

0 

(c) Lighting . 

9,19,885 

0 

0 

9,45,079 

0 

0 

9,38,621 

0 

0 

10,21,454 

0 

0 

11,27,803 0 

0 

(d) Conservancy 

28,83,323 

0 

0 

29,55,818 

0 

0 

29,50,736 

0 

0 

32,28,440 

0 

0 

31,89,360 0 

0 

3. Medical and Public Health 

32,05,273 

0 

0 

35,42,041 

0 

0 

37,37,508 

0 

0 

39,09,311 

0 

0 

41,01,781 0 

0 

4. Roads and buildings 

34,22,219 

0 

0 

30,96,825 

0 

0 

30,22,931 

0 

0 

41,80,837 

0 

0 

46,73,320 0 

0 

5. Miscellaneous 

23,69,818 

0 

0 

25,93,515 

0 

0 

18,12,759 

0 

0 

38,52,523 

0 

0 

32.86,325 0 

0 

Total 

. 1,82,44,794 

0 

0 

1,87,21,436 

0 

0 

1,92,77,629 

0 

0 

2,13,09,463 

0 

0 

2,28,77,964 0 

0 


Replies of Village Panchayat, Beypore (S. Malabar) to the Supplementary Ques¬ 
tionnaire of the Taxation Enquiry Commission. 


MEMORANDUM B 

Brief Account of Origin and Development of Taxes. 

House tax. —House tax has been introduced as per 
the Madras Village Panchayat Act, 1950 from 1-4-1951. 

2. The taxes levied on the rental value of houses at 
the rate of 6J per cent, of the annual value. The taxes 
levied every half year. As per the rules framed in 
notification No. XVIII in G. O. No. 520, dated 24th 
March 1951. According to this all huts and charitable 
institutions are exempted. 

3. (a) The taxes are levied by the President of the 
Panchayat fixing the value of each house with refer¬ 
ence to the rent received and also in cases of non-rental 
houses by ascertaining the value as prescribed by the 
Government. These principles are governed under 
notification No. X in G. O. No. 1116, dated 4th June 
1951. 

(b) On issue of the demand notices, those who are 
not satisfied with the assessment final revision to the 
President and if they are not satisfied they can also file 
an appeal to the Panchayat in the prescribed manner. 
The decision of the Panchayat is also final in respect of 
the tax. 


7. Evasion and avoidance. —These cases are rare and 

r ® the tax become time barred coercive measures 
will be taken. The method to deduct omissions in 
assessment and under assessed cases is by insisting re¬ 
ports then and there on the outdoor subordinates. 

i , Vehicle — This tax also was introduced from 

1st April 1951 on the description of vehicles and at the 
rates prescribed by the Government. The above facts 
will be applied to this tax also. 

Profession tax.—This is in force from 1936 and the 
rates followed are in conftrmity with rules now framed 
under the Act. The details given for house tax are also 
applicable for this tax. 

Library cess. —This is levied as a surcharge on house 
tax. For all cases of taxes of Re. 1 and above, halt 
yearly, cesses of 0-0-6 is leviable on the whole rupee. 

Land cess. —Land cess is received from the Govern¬ 
ment every year. There has been no reduction to this 
revenue due to Zamindari or any other Tenancy Legisla¬ 
tion. 

Taxes on goods and passengers carried 
on roads.Nil 


(c) Collection .—Taxes are collected through the Bill 
Collectors specially employed by the Panchayat for this 
purpose. The demand notices are served in the first 
instance. These notices are issued in the prescribed 
form and as rules framed. They call upon the parties 
to pay the tax within 15 days time. As the taxes are 
due from the time of services of notice the collection 
work also starts at the same time. 


Pilgrim tax.Nil 

Poll tax.Nil 

Tolls Nil 

Theatre tax. This is not levied by the Panchayat, 
but is apportioned by the Government deducting the 
cost of collection. 


4. The cost of administration in these respect can 
be classified as two. One is administrative and the 
other collection. The total cost including the pay of 
the collection staff and books and forms may come 
Rs. 2,500. 


Questions 189 to 194 (a).—The State Government has 
on no occasions refused a proposed levy of taxes. All 
the taxes namely house tax, vehicle tax, and profession 
tax are compulsory. So the question of compelling the 
Panchayat to levy a particular tax has not arisen so 


, 5. The taxes are received freely as soon as they are 
demanded. It takes lot of persuation and people pay 
it when they find that it unavoidable. The Bill Collec¬ 
tors have to approach the parties many a time before 
they make the payment. 


6. The arrears are in respect of profession tax an 
house tax. Most of the cases of arrears are those c 
poor people whose means of payment has been ver 
much reduced due to the depression in trade and redu< 
tion of wages. There is provision to distraint the prc 
perty by issuing warrant. The property thus seized ca 
soid public auction if the taxes not being pai 
within 7 days. • If there are no immovable property t 
be distraint, the party concerned can be prosecute* 
before a Magistrate and the tax recovered with the cos 
of prosecution. The Act has made provision in thi 
respect. 

22 finance/ 55 


(b) Nil. 

(c) Assignment of share of receipts from individual 
taxes received by Government is a method adopted to 
assist the Panchayat. For example (1) Apportionment 
of Entertainment tax, (2) Share of surcharge of stamp 
duty. 

The Government use to set apart half grant for 
village roads and full grants for running Elementary 
Schools. 


memorandum 0 

PART I. 

Question 8.—No. 

Question 9,—No. 
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Question 15.—No. 

Question 16. — Yes. - 

the Panchayat now collected by the State Government 
without the local body exercising responsibility on this 

collection. 

Question 17. — No. 

Question 200.—Nil. 

PART IV. 

Question 201.—Nil. 

Question 154 (1). — Land Revenue. 

Question 202.—Nil.. 

Question 154 (2). — No. 

Question 203. — Does not arise. 

Question 154 (3)a. — The entire land cess. 

Question 204.— do. 

Question 154 (3)b.—The cess should not be ear 
marked for any special purposes. 

Question 205.— do. 

Question 154 (4).—Nil. 

Question 206.— do. 

PART V. 

Question 207.— do. 

Question 171.—Nil. 

Question 208.— do. 

PART VI. 

Question 209. — do. 

Question 185. — The taxation considered to be general¬ 
ly satisfactory and the need for improvement is con¬ 
fined only to matters of relative details. 

Question 210. — do. 

Question 211. — do. 

Question 186. — Nil. 

Question 212. — do. 

Question 187. — It is too premature to arrive at a 
decision in the matter as three taxes namely house tax, 
profession tax, and vehicle tax are compulsorily intro¬ 
duced under the Madras Village Panchayat Act, 1950 
from 1-4-1951 and the collection and receipts of these 
taxes are not settled at it is enough that these are col¬ 
lected properly. 

Question 213. — do. 

Question 214. — do. 

Question 215. — do. 

Question 216. — do. 

Question 188. — -Nil. 

Question 217. — do. 

Question 189. — Nil. 

Question 218. — Not necessary. 

Question 190. — Nil. 

Question 219. — Do not agree. 

Question 191. — Nil. 

Question 220. — Yes. 

Question 192. — Nil. 

Question 221. — The present system can be continued 

Question 193.—The rules at present in force regard¬ 
ing the lavy of taxes are sufficient and no change is 

Question 222.—No. 

considered necessary. 

Question 223.—Nil. 

Question 194.—Nil. 

Question 224.—-Nil. 

Question 195. — Nil. 

Question 225. — Nil. 


Question 196. — Nil. 

Question 226. — Nil. 

Question 197. — Nil. 

Question 227.—Nil. 

Question 198.—No. 

Question 228. — Nil. 

Question 199. — I prefer the assignment of proportion 
of taxes on article sold, i.e.. Sales tax from the area of 

(Note. — Statistical portion of the reply has been 
omitted here.) 


Replies of the Village Panchayat, Kastu rirengapuram, to the Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


MEMORANDUM A 

A NOTE ON THE FINANCIAL POSITION OF THE VILLAGE 

Panchayat. 

A statement on the income and expenditure for the 
five years 1948-49 to 1952-53 is enclosed. 

2. Income and expenditure are as shown in the 
Budget. Some of these items were not at all expended 
and some others expended in excess of the amount 
allotted for that item. No amount was set apart for 
development programmes as the Panchayat Board is not 
having sufficient funds to implement them. 

3. (i) Income from taxes is about Rs. 500. 

(ii) The Panchayat does not get any share from the 

State Government out of its income from 
taxes. 

(iii) The State Government do not give any grants 

to the Panchayat. 

The Panchayat has to depend on its resources, i.e., its 
own resources, i.e., tax-revenue to conduct the affairs of 
the Panchayat. We suggest that certain taxes may be 
deleted and some introduced afresh. 


4. The main taxes levied are the house tax, profes¬ 
sion tax and the vehicles tax. It is our opinion that 
no useful purpose will be served by levying these taxes 
in small villages. Generally it is observed, that the re¬ 
venue derived from the house tax, etc., in small village^ 
is not even sufficient for the maintenance of the sta® 
employed in these villages for the collection these taxes. 

5. It will cause hardship to the people if new taxes 
are levied or the rates of existing taxes increased. 
Generally, tax can be levied on those animals which 
hinder the progress of agriculture. If the State and the 
Union Governments grant financial assistance to these 
small Panchayats, the Panchayats can undertake capita 
works and development schemes. 

6. It will be helpful, if a Government official is 
deputed to each Panchayat, to advise the President of 
the Panchayat in matters relating to the levy of taxes 
and the fixation of prices of commodities. This proce¬ 
dure if adopted will solve the difficulty of the President 
and members of the Panchayat who due to their clog* 
contact in the people living in the Panchayat area will 
otherwise, hesitate to levy new taxes. 

. The taxes are collected through a Bill Collector, 



Any appeal against the levy of a tax can be made 
in the Panchayat Board Meeting. If it dismisses the 
appeals they may refer the matter to the concerned 
higher officials and act according to their advice. The 
State officials assist the panchayat in collecting the taxes 
due to it, in accordance with the prescribed Rules and 
Regulations. 

7. Tax evasion is not possible. The taxes are collect¬ 
ed from defaulters either by prosecuting them or by 
distraining their properties. 


4. The vehicles tax from the roads within the juris¬ 
diction of the Panchayat may be collected under the 
supervision of a department and a share there Of may 
be allotted to the Panchayat. 

5. Pilgrim tax. 

6. Tax on vehicles, pilgrim and boats.— Tax on 
vehicles alone is levied. 

8. Tolls.— 


8. It is our opinion that the carts of ryots may be 
exempted from the levy of any tax and animals which 
affect agricultural operations may be taxed in their stead 
to augment the revenues. 

A. General Information (1952-53). 

1. Total population (1951 Census) 

2. Total revenue of the Panchayat 

3. Surcharges .... 

4. Per capita income from total 

revenue .... 

5. Per capita income from taxes 



2,411 



Rs. 

3,000 

0 

0 

Rs. 

2,500 

0 

0 

Rs. 

1 

4 

0 

Rs. 

0 

3 

6 


B. Details of Income. 


Tax-Revenue — 


(i) 

House Tax 



Rs. 

350 0 

(ii) 

Service tax 




Nil. 

(iii) 

Local Fund cesses 


. 


Nil. 

(iv) 

Octroi and terminal taxes 



Nil. 

(v> 

Tolls 




Nil. 

(vi) 

Taxes on goods and 
carried by road, 
waterways 

passengers 
or inland 


Nil. 

(vii) 

Taxes on vehicles 



Rs. 

200 0 

(viii) 

Profession tax 



Rs. 

4 0 

(lx) 

Theatre tax 



• 

Nil. 

(x) 

Pilgrim tax 


. 


Nil. 

(xl) 

Town Improvement 
ment taxes 

and 

better- 


Nil. 

(xii) 

Other taxes — 






License 



Rs. 

150 0 


Land Cess 



Rs. 

200 0 


Surcharge 



Rs. 2,500 0 


Total 3,404 0 0 


II. Non-tax revenue — 

(a) Grants from Government— 


(i) For roads and buildings 

(ii) For Education .... 

Grants received 
No. 

(iii) For medical and public health 
purposes . 

No. 

(iv) For other purposes . 

No. 

(v) Fees, fines, etc. 

No. 

(vi) Miscellaneous .... 

No. 

C. Details of Expenditure. 


(i) Administration 

Rs. 825 1 0 


(ii) Service (water supply, drainage, 

conservation, lighting, etc.) Rs. 1,277 3 9 

(iii) Medical and Public health . Rs. 25 0 0 

(iv) Roads and buildings . Rs. 60 8 0 

(v) Miscellaneous .... — 


Total 2,187 12 9 


PART I. 

General Property tax and House tax are levied a« 
per Resolution 85 of the Panchayat Board. 

2, Local Fund cesses. 

3. Octroi. 


9. Profession tax.—Being levied. 

10. Theatre tax. 

11. Other taxes. 


Part II. 

1. Generally the tax system is beneficial. Further, 
small Panchayats are not able to benefit the people 
much. For this the State Government should give a 
grant. A copy of the Panchayat Board’s Budget is 
enclosed. 

2. In villages, the levy of tax has to be based on 
capital value. 

Arrangements have been made to examine and to 
grant concessions wherever necessary. Properties valued 
at less than Rs. 100 are exempted from taxes. 

3. (a) The Panchayat Board examines the appeals 
and reconsiders deserving cases. 

(b) Taxes are levied and are collected. 

(c) The taxes are collected by Bill collectors. De¬ 
faulters are either charge sheeted or a warrant Issued 
against them. Sometimes their properties are distrained 
and the taxes realised. 

4. The establishment charges come to 17 per cent, 
of the total tax revenue. 

5. No arrears. 

6. The arrears are carried over to the next year 
account, and these are collected through warrant, attach¬ 
ment, etc. 

7. It is not at all possible to evade the payment of 
taxes. 

Question 203.—General Propety Tax. 

1. No. of tax payers—600. 

2 In villages it is preferable to levy the tax on the 
total capital value. Rented buildings may not be avail¬ 
able m the area. Even if there are rented houses the 
amount of tax leviable on rental value will be less ♦*>»« 
that on capital value. Generally in a village having 500 
riLifoLl maximum amount of Rs. 250 only can be 
, f"ri^fr Way ° f ta ^ es ' ** Wl11 therefore be very help¬ 
ful if an officer armed with sufficient powers is appoint- 
e ® tl m ate the tax payable by each person in the 

tax favahiL h 1Ve fh a llS * of . Persons, with the amount of 
tax payable by them to the panchayat. 

Question 207.—Service tax. Nil. 

Question 208.—Local Fund cesses. Nil. 

Question 209.—Octroi. Nil. 

Question 219.—Taxes on vehicles, pilgrims and boats. 


Tax on bullock carts . 
Tax on passenger'carts 


Rs. 200 0 0 
Rs. 100 0 0 


Taxes are not levied on pilgrims and boats. It is our 
opinion that animals which cause damage to the ctods 
may be taxed. K 

Question 220.—Professional tax. 

In this Panchayat. there are no merchants or officials 
liable to pay profession tax. Only four teachers earn 
a half yearly income of over Rs. 300 each and they 
pay at the rate of Re. 0-8-0 each every half year and the 
total amount of profession tax realised is only Rs. 4. 

B.—Nil. 

Question 221.—Theatre tax—Nil. 
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Questions 189 to 194. 

The State Government have not granted any financial 
aids to this Panchayat for development purposes. If 
the State Government grants such aids, it would be 
possible to run the administration satisfactorily, and 
also to improve the condition of the village and also to 
give better facilities to the public. 

Question 198.—Nil. 

MEMORANDUM C 

Part I—Tax System. 

Question 8.—We are of the opinion that it will be 
better if the receipts from particular taxes are funded 
and apportioned for being spent on specific purposes. 

Question 9.—Yes, Entertainment tax may be levied. 

Question 15.—No. 

Question 16.—The Government have not incurred any 
expenditure in connection with the taxation enquiry. 


Generally, road cess may be used for capital works 
and education cess for the opening of libraries. 

(3) No suggestions. 

(4) Nil. 

Question 209.—No views. 

Question 210, 211.—Nil. 

Question 212.—Nil. 

Question 213.—Nil. 

Question 214.—Nil. 

Question 215.—Nil. 

Question 216.—Nil. 

Question 217.—Nil. 

Question 218.—The levy of poll tax will lead to 
general unrest and it will be very difficult to collect the 
same. 


Question 17.—No. 


Question 219.—No suggestions. 


Part II. 

Question 154.—(1) Fixing the land cess in the basis 
of land revenue is a good procedure. 

(2) The rate of levy of land cess may be increased, 
by a small amount. 

(3) It does not seen proper to replace the land-cess 
by any other mode of taxation. 

(4) There are no special problems involved in the 
assimilation of the rates of land cess with the merged 
areas of the State. But it would be better if the entire 
amount of land cess collected is allotted to the Pan- 
chayats for their use. 

Part V— Other taxes. 

Question 171.—Vehicles tax is intended to be levied 
only on those who use the roads. The rate of tax fixed 
at present is sufficient. The President of the Panchayat 
is empowered to fix the vehicle-tax. If a portion of the 
tax collected from the Motor vehicles may be allotted to 
the Panchayats it will be possible for them to maintain 
the roads well. 

Part VI. —Local Taxation. 


Question 220.—The lower limit of Rs. 300 fixed for 
the levy of Profession tax is reasonable. If it is to be 
raised to Rs. 1,000 it will not be possible for small pan¬ 
chayats to realise any professional tax. 

Question 221.—We consider that theatre tax is suit¬ 
able for general adoption. 

Question 222.—Big Municipalities may levy better¬ 
ment tax for the improvement of the town. This cannot 
be done by the Panchayats. 

Question 223.—No comments. 

Question 224 to 227.—No suggestions. 

Question 228.—A new tax may be levied and collected 
to effect a # specific improvement in the Panchayat area 
and it is desirable to appoint special officers for the pur- 
pose. Further an option would be given to any person 
who cannot pay this tax at least to contribute manual 
labour and the village will stand to gain by this process. 
It will be helpful to the Panchayat if the Government 
take action in the matter in quick time. 


General. 


Question 185.—The local taxation in India is gener- 
erally satisfactory. 

Question 186.—No. 

Question 187.—The President himself levies the taxes 
of the village Panchayats. But if the value of buildings 
is estimated by competent officials it will benefit the 
panchayat. 

Question 188 to 192.—Nil. 

Question 198.—Yes. 


This Panchayat area consists of lands from which 
irrigated crops are grown either by baling out water 
from wells or by the direct flow of tank water. It is 
not possible to administer the Panchayat efficiently with 
the revenues collected through the existing taxes. 

If this Panchayat is compared with those in the 
neighbourhood it is inferred that the administration can 
be conducted satisfactorily if the share of the panchayat 
in the existing taxes is fixed as given below. 

(1) 25 per cent, of the land revenue. 


Question 199.—No. 

Question 201.—The method of levying the taxes on 
capital value of immovable properties is preferable to 
that of levying taxes on their rental value. 


(2) The revenue from entertainment tax, sales tax, 
and sucharges realised for the whole district may be 
distributed among all the Panchayats according to their 
population and this will greatly improve the financial 
condition of the poor Panchayats. 


Question 202 to 206.—Nil. 

Question 208.—(1) No. 

(2) Road cess, education cess, etc., have not been ear¬ 
marked. We consider that such earmarking would be 
beneficial. 


The present system of taxation only aids the existing 
prosperous panchayats and make them more pros¬ 
perous. 

(Note. —Statistical statement regarding income and 
expenditure enclosed with the reply is not published.) 


Memorandum of Village Panchayat, Thuraiyur (Dist. Trichy) to the Taxation 

Enquiry Commission 

I. Direct Taxation. 


Under the provisions of the Madras Village Act of 
1950 it has been made mandatory on every Panchayat 
to levy a house tax, profession tax and Vehicle tax. The 
enforcement of direct taxation in Panchayats in Rural 
Areas cannot be welcomed on the other hand it lead 
to unhealthy administration and leakage of Revenue 
in most cases. Direct taxation is the only 
source of Revenue to a Local Board without which it 
cannot survive. 


(a) House Tax. 

At present under the Provisions of the M. V. Act of 
1950 a Panchayat can levy house tax either on its capital 
value or on its annual rental value or on its plinth area. 
The assessment of tax on the plinth area of buildings 
is very cumbersome and most of the Panchayats avoid 
this kind of taxation. With regard to the remaining 
two kinds of taxes it has been left to the option of the 
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Panchayats both in Rural and Urban areas either to 
adopt the capital value basis or the Rental basis. 

The panchayats in Rural areas should as a rule 
assess the Buildings on their capital value and those in 
Urban areas should assess on their Rental value as this 
procedure will be advantageous. The procedure adopted 
at present for the assessment of buildings is that the 
Panchayat should in the first instance resolve which 
kind of assessment whether on capital value or on 
annual value should be adopted and the rate of tax suit¬ 
able to the Panchayat area has to be fixed by the Pan¬ 
chayat and leave the remaining work of assessing the 
Buildings to the Executive Authority, retaining the 
power of appeal to the Panchayat against the assess¬ 
ment made by the Executive Authority advantageous to 
the tax payers.' By this procedure the kind of tax, and 
the rate of tax are not uniform in Panchayats to their 
advantage. To ensure a steady income from taxation 
for local Boards the following procedure needs considera¬ 
tion. The Panchayat should be left to fix the kind and 
rate of house tax according to the local conditions and 
the assessment should be made by the Executive Officer 
of the Panchayat if one appointed or by the Deputy 
Panchayat Officer in other cases. If the assessment 
made by the Executive officer or by the Deputy Pan¬ 
chayat officer was seemed to be irregular an appeal 
should be to the District Panchayat Officer and not to 
the Panchayat concerned as the Panchayats will natural¬ 
ly reduce the assessments on appeal without any rule 
or rime. 

(b) Profession tax. 

The levy of this kind of tax should be made manda¬ 
tory in Panchayats in Urban areas and obligatory in 
Panchayats in Rural areas according to the directions of 
the District Panchayat officer. At present a uniform 
rate of tax has been fixed by the State Government for 
all the panchayats and due to this panchayats where 
factories and workshops are located and who can tap 
much income are deprived off. 

Hence the fixing of the rate of profession tax left 
to the concerned Panchayat to be fixed in consultation 
with the District Panchayat officer will be advantageous 
to the Panchayats. In respect of this tax the assessment 
should be made by the Executive officer if any for the 
panchayat or by the Deputy Panchayat officer in other 
cases with powers of appeal to the District Panchayat 
officer as in the case of house tax should be followed. 

(c) Vehicle Tax. 

This kind of tax should be made mandatory in the 
case of Panchayats in Urban areas and obligatory in 


Panchayats in Rural areas, according to the direction of 
the District Panchayat officer as most of the Panchayat 
in Rural areas feel much this kind of taxation as the 
poor agriculturists are affected in Rural areas. In this 
case of taxation also the assessment should be made by 
the Executive officer if any of the Panchayat or by the 
Deputy Panchayat officer in other cases with powers of 
appeal to the District Panchayat officer as in the case 
of house tax and profession tax. 


II.— Indirect Taxation. 

This kind of taxation is most suitable for local 
Boards. According to the provisions of the Madras 
Village Panchayat Act the following are the items of 
Revenue from indirect taxation. 

1. Income from the Entertainment Tax. 

2. Income from the duty on transfer of property. 

3. Income from the portion of land cess. 

4. Income from the Magistrial fines collected. 

5. Income from Remunerative enterprises. 

The Panchayats both in Rural and Urban areas are 
not at all benefitted by all the items of the above re¬ 
venues. To give sufficient financial aid or help to Pan¬ 
chayats the income at least from the following items 
should also be apportioned and assigned to every 
Panchayat. 

1. Income from the sales tax collected by the State 
Government. 


2. Income from the Motor Vehicle Taxation Act. 
Generally the assessments in the Panchayat areas con¬ 
tributes to the sales tax and as such a moiety of the 
tax collected in Panchayat area deserve to be paid to 
the respective panchayat to augment the finance of 
the panchayat to enable them to provide better ameni¬ 
ties in the villages. This will be of much help to the 
Panchayats especially in Rural areas. Secondly at 
present the income derived by the State Government 
from the Motor Vehicles Taxation Act is being appor¬ 
tioned among the State Corporation of Madras, the 
District Boards and Municipalities. Though the Motor 
Vehicles use the roads and streets maintained by the 
Panchayat and damage them yet no compensation is 
being paid at present to the Panchayats from the taxes 
collected for the Motor Vehicles under the Motor Vehicle 
Taxation Act. This also needs the due consideration. 
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Replies of the Patpur Gram Panchayat 
the Supplementary Questionnaire of 

Part VI— Local Taxation. 

Question 185.—The system of local taxation in India 
is not generally satisfactory. The major defects are 
related not to the frame-work but to the actual opera¬ 
tion of the system. 

In Orissa and in some other States also the actual 
assessable incomes cannot be ascertained, as false re¬ 
turns and records are maintained and produced. Most 
of the officers engaged to levy taxes are either gained 
over or enraged by the tax-payers and as a result the 
tax levied either at a very higher rate or not at all. 

The remedy is to decentralize the frame-work or to 
empower the local bodies to examine and report the 
actual state of affairs about the assessment and collec¬ 
tion of a particular tax: or the existing system may be 
improved by empowering the local-bodies to check the 
work of the officers engaged to assess and collect the 
taxes from the local area concerned. 

Question 186.—No, there is no constitutional defect 
of the frame-work. My point of view is that the State list 
(from which local taxes are derived) is sufficient and is 
already over-flowing. Hence no new avenue for taxa¬ 
tion need be taken up. I am of opinion that “ terminal 
taxes on goods and passengers carried by railway, sea 
or air” need be transferred to state list from the union 
list. The states in return should share the cost of main¬ 
taining the necessary routes in their areas and other 
allied expenditures. 

In my opinion all this taxes together (State list, Union 
list and local list) need be assessed in collaboration and 
In co-ordination of the staffs of the Union, states and 
local bodies. 

The distribution of the proceeds should be made 
according to the needs. 

Question 187.—As most of the tax-payers are found 
to employ unfair means to evade and avoid taxation, the 
local-bodies need be invited to co-operate and check, if 
necessary, the assessment of all Taxes (States and 
Union). That will be suitable in so far as the local- 
bodies are expected to know better the actual state of 
affairs about the income and expenditure of the tax¬ 
payers in their respective local areas. But for local 
taxation the list given in Part I (Annexure B) are suit¬ 
able, and more suitably the service taxes and taxes on 
vehicles, etc. 

I— Urban — 

(A) City Corporations.—Urban immovable pro¬ 
perty tax, service tax, taxes on vehicles conservency 
and betterment taxes—pilgrim taxes, theatre tax and 
amusement taxes. 

(B) Municipalities.—Ditto. 

II— Rural — 

(C) Local Boards—nil. 

(D) Village Panchayats—Service tax, taxes on 
vehicles and Professional tax. 

Question 188.—Assuming that the state list is or can 
be made adequate, the frame work does not seem to be 
defective especially in Orissa to ensure proper devolu¬ 
tion. 

Question 189.—No. there is no such failure. 

Question 190.—No, there is no such occasion. 

Question 191.—No, none of the defects pointed out 
have been made. 

Question 192.—Yes, there might be failure to make 
devolution sufficiently diversified in relation to the capa¬ 
city of particular local-bodies to exercise particular 
powers. The legislation regulation and administration 
taken together show inadequate appreciation of the dis¬ 
tinction between Gram Panchayat and District Board 
etc. 


(Dist. Cuttack) to the Questionnaire and 
the Taxation Enquiry Commission. 

(ii) Degrees of development among local-bodies of 
the same category, e.g., the Panchayats which are stable 
and may Finance for maintaining sufficient staffs for 
collecting necessary facts and figures for assessment of 
general property tax, taxes on vehicles, professional 
tax, etc., and the Panchayats which are not stable in 
finance cannot do so. 

Question 193.— (a) In respect of individual taxes the 
devolution does not seem to have taken sufficient 
account of the extend to which the power may be trans¬ 
ferred. 

(b) Yes, adequate use is made of the different condi¬ 
tions attached to the power of taxation. 

(c) No such instance is available. 

Question 194.—No, there is no such instance. 

Question 195.—There are some defective co-ordina¬ 
tion Fiscal Administrative and other between particular 
local Taxes, Allied State or Central Taxes—Sales Tax, 
Professional Tax, Agricultural Income Tax and Central 
Excise Taxes. The assessable income and expenditures 
are not co-ordinated. As a consequence the poor retail 
shop-keepers and cultivators are unnecessarily harassed. 
There are plenty of smugglings and evasions in Central 
Excise (Tobacco) The retail shop-keepers and the toba¬ 
cco growers are the worst sufferers. In my opinion some 
local arrangement need be made to check these undesir¬ 
able state of affairs. 

Most of the taxes are suitable for assessment and 
collection by the local bodies. The wasteful adminis¬ 
trative expenditure can be much reduced if proper de¬ 
valuation can be made in the local committees. Harass¬ 
ment of the tax-payers are there in sale tax (retail 
dealers) and central excise (tobacco growers). 

Question 196.—Apart from the defects traceable to 
the constitution (Question 186) or to the legal arrange¬ 
ment for devaluation, etc., or to inadequate co-ordination 
etc., there are defects of dishonesty of the tax agencies 
which is the main defect. Therefore I may suggest that 
these tax agencies need be abolished and proper power 
for assessments, etc, need be devolved upon the local 
bodies (Gram Panchayats) with a comparatively smaller 
amount of expenditure. 

Question 197.—The tax-revenue of Gram Panchayats 
should not be expected to meet the heavy expenditure 
of the constructive programme. Hence without wait¬ 
ing for the tax revenue the village constructive pro¬ 
gramme need be helped sufficiently in right earnest. 

(ii) Grants-in-aid should be given profusely with 
sufficient precautions for mal-adjustment. 

Question 198.—Yes. It seems local bodies have failed 
to make full use of the tax resources available to them 
but I do not agree that grants-in-aid should be held 
over so long as they have not made full use of the tax 
powers. In that case the very establishment of Gram 
Panchayats system would be impossible. No local insti¬ 
tution however popular it may be, will be able during 
first few years, to meet the heavy expenditure by taxa¬ 
tion only. 

Question 199.—Local-bodies now exercising respon¬ 
sibility in respect of the tax or taxes need be given 
additional power of taxation, but assignment of propor¬ 
tion of the state tax need be made to those exercising no 
responsibility in respect of the tax or taxes. Grant-in- 
aid need be given to those local-bodies who are actually 
in need of it. 

Question 200.—Yes. I agree with the view that there 
is need for correlating these different taxes into a more 
rational system. A uniform basis of valuation for all 
the taxes concerned should be adopted. The basis of 
annual rental value for assessment seems to be more 
sound. 


Question 201.—Yes—Annual rental value is sound in 
both the cases. But where there is no complaint for 
capital value it may be continued as before. 
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Question 262,—As regards the urban immovable pro¬ 
perty tax I agree with the local Finance Enquiry 
Committee. 

Question 203.—In regards to the General Property 
Tax all annual rental values above Rs. 100 need be 
assessed @ 15 per cent per annum. Full remissions 
should be given to vacancies. Properties of owner— 
occupiers should be given 50 per cent, remissions. 
Charitable Educational Trusts should also be given the 
same remissions. 

Question 204.—The Property tax may be progressive 
to a maximum of Rs. 5,000. 

Question 205.—Gram Panchayats should be empower¬ 
ed to levy property tax to the extent of Rs. 500 per 
annum, subject to formal sanction by State Government. 

Question 206.—The administrative mechinery of all 
categories of local bodies need be strengthened and the 
procedure need be regularised by engaging paid servants 
for the work. 


I do not consider that the local bodies should be allowed 
to levy surcharges on sales tax. 

Question 311.—I think it desirable that some modi- 
ftcation be made in the assessment of octroi and ter¬ 
minal taxes. The local bodies need be invited to parti¬ 
cipate in the assessment. 

Question 212.—Bondi is not known to me. 

Question 213.—The basis of assessment of Octroi 
should be ad valorem. The local bodies should be asked 
to provide against procedural delays and difficulties. 

Question 214.—Yes. Nationalisation of motor trans¬ 
port would make it possible to adopt a simpler and 
more effective system of terminal taxes and taxes on 
goods transported by roads. 

Question 215.—State and Central authorities should 
have some relation with local bodies so that there will 
be an equitable assessment in all cases and better corre¬ 
lation may be established. 


Question 207.—Service taxes should be levied on the 
basis of assessment of the property tax. 

People having no income or that below Rs. 300 per 
annum should be exempted: 

Whose total annual income exceeds Rs. 300 but not 
Rs. 500 @ Re i per cent. 

Whose total exceeds Rs. 500 but not Rs. 1,0G0 @ 
Re. 1 per cent. 


Question 216.—The taxes realised on goods carried by 
road should be handed over to Gram Panchayats in 
proportion to the local area concerned. 

Question 217.—Yes. Pilgrim tax be more widely 
adopted in pilgrim towns. A suitable form of taxation 
on the floating population in the bigger cities can be 
devised by keeping statistics of lodging houses and trans¬ 
port services. 


Whose total exceeds Rs. 1,000 but not Rs. 2,000 @ 
Rs. 5 per cent. 

Whose total exceeds Rs. 2,000 but not Rs. 5,000 @ 
Rs. 10 per cent. 

Whose total exceeds Rs. 5,000 but not Rs. 10,000 @ 
Rs. 20 per cent, to a maximum of Rs. 500 a year. 

The responsibility of collection should be made over 
to local bodies. 

Port trust properties, Railway and other properties of 
Central and State Government should be charged at a 
concessional rate not exceeding Rs. 5,000 a year. 

Question 208.—The system of local fund casses is 
not satisfactory in its operation. At present when Dis¬ 
trict Boards and Local Boards are being abolished and 
Gram Panchayat, etc., are introduced, the existing 
system need necessarily be changed. The whole res¬ 
ponsibility of local collection need rest on Gram Pan¬ 
chayats. The revenue administration should also be 
decentralised and collection of revenue should rest upon 
Gram Panchayats. 


Question 218.—Poll-tax is looked-down upon by the 
people. Hence public opinion need be educated before 
this tax is levied. 

Question 219.— (a) The levy of taxes on vehicles, 
animals and boats should rest on the local committees. 

(b) Tolls is a suitable form of taxation by local bodies 
in respect of goods transported by roads. 

Question 220.—Yes. I agree that the limit of Rs. 250 
should be raised to Rs. 1,000 as recommended by the 
Local Finance Enquiry Committee. The Gram Pan¬ 
chayats and State Government need take up wider 
adoption <of professional tax. The State Government 
should sanction the basis of assessment and check the 
levy of the tax. The professional tax and the income- 
tax should be levied on the same basis. 

Question 221.—Theatre tax need be levied in towns 
only as theatrical performances are very few in 
moffasils. Local Committees and Gram Panchayats are 
not expected to be benefitted by this power. Hence the 
State Government should levy such tax. 


An uniform rate of levy of annas two per rupee on 
land revenue is realised in Orissa. That does not seem 
to be too high or low. 

(ii) One third of the road-cess of the local area after 
deducting the cost of collection is given to Gram Pan¬ 
chayats. I think the rest of the road-cess is given to 
District Boards and Local Boards. As the Boards are 
being abolished the whole amount of road-cess of the 
local area should go to Gram Panchayats direct for 
construction and improvement of Gram Panchayat roads. 

(iii) In the local area of the Gram Panchayat there 
was no remissions of land revenue hence no loss of land 
cess or road cess. 


Question 222.—Levy of betterment taxes by local 
bodies is not suitable. Such taxes need be levied by 
State Government in collaboration with Local 
Committees. 

Question 223.—Local Committees or Gram Pan¬ 
chayats should be sufficiently helped by the State Gov¬ 
ernment to collect the taxes. 

Question 224.—Where the Gram Panchayats or other 
local bodies are not found to utilise their tax resources 
the State Government should sufficiently help the local 
bodies to assess and collect the taxes. 


Question 209.—Octroi and terminal taxes may be 
combined and given to Gram Panchayats for collection, 
f think no legal difficulty will arise. The revenue 
derived from those taxes should be spent in the local 
area. Of course the administration may be more com¬ 
plex but that would be systematised by the State Gov¬ 
ernment by degrees. 

The person who pays the tax undergoes various 
difficulties in paying the tax at present. I think, it will 
be more suitable if the power is given to Gram 
Panchayats. 

The interests of the traders and consumers will be 
Increased in so far as the collection and payment of 
taxes concerned if the power is given to Gram Pan¬ 
chayats. 

Question 210.—Our Examination shows that both 
Octroi and terminal taxes are suitable forms of local 
taxation by the local bodies, provided they are suffi¬ 
ciently helped by the State Government in # collection. 


Question 225.—The State Government should give 
sufficient subsidies to equip the local bodies with neces¬ 
sary staff, etc., to assess and collect the taxes. This 
would make the administration in this respect more 
efficient and economical. 

Question 227.—I have no comments to make on the 
recommendations of the local Finance Enquiry Com¬ 
mittee in so far as they are relevant to local taxation. 

Question 228.—Yes, provision need be made for con¬ 
tribution as an additional tax to Gram Panchayats in 
furtherance of specific local development or generally of 
the development programme of the country. But as 
people are averse to new taxation there are possibilities 
of realising such contribution by manual labour. Of 
course it is difficult to maintain a regular account of 
manual labour. 

Therefore necessary steps should be taken to help 
the local bodies, (Gram Panchayats) to maintain regular 
account of manual labour and utilising it in proper way 
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SUPPLEMENTARY QUESTIONNAIRE. 

MEMORANDUM A 

General Note on the Finances of the Panchayat. 

(1) Before World War II—There was no Panchayat 
during the period in question. The present local area of 
this Gram Panchayat was under the control of Banki 
Union Board. The then authorities of the Union Board 
introduced a new tax namely, union tax in addition to 
the existing choukidari tax. The new taxation was at 
first opposed but subsequently the assesses were found 
to be accustomed and there were regular collections. 
Statistics may be available from the existing Union 
Board Authorities. However, it is known that income 
from the tax was raised every year at the rate of about 
15 per cent. 

The Union Board Authorities levied the Union Tax 
under Local-Self Government Act, on the principle of 
the General income of the Assessee. A sum of Rs. 100 


was at first levied. But when the responsibility of col¬ 
lection was transferred to Gram Panchayat in 1950, the 
figure reached up to Rs. 200. In the next year, i.e., 
in 1951, the Gram Panchayat increased it to Rs. 270 and 
changed the name of the tax as Panchayat Tax. It is 
now Rs. 300. 

The total number of assessees is 300. The population 
of the G. P. at present is 1,900. As the people are not 
willing to pay any new tax, the existing tax was in¬ 
creased at about 25 per cent. Due to want of staff also 
no effort could be made to levy taxes and fees, etc., as 
provided in the G. P. Rules. A resolution was passed 
in the Gram Sabha to levy at the rate of -/4/- (four 
annas) per acre of immovable property. As the Budget 
of the Gram Panchayat has not yet been sanctioned by 
the State Government and as the formal sanction of the 
State Government for the collection of taxes on immov¬ 
able property at the above rate has not yet been received 
the tax has not yet been collected. Moreover for want 
of fund the Gram Panchayat is not able to maintain any 
staff for tax administration. 


Statement of Income and Expenditure of the Village Panchayat. 
A. General Information. 


1. Population ...... 

2. Total income from all sources 

3. Total income from rates and taxes 

4. Per capita incidence of total income (from taxes) 

I.-— Tax Revenue 

1. General Property Tax (Panchayat Tax) 

2. Service Taxes (Drainage) .... 

3. Local Fund Cesses. 

4. Octroi, etc. ...... 

5. Tolls. 

6. Taxes on Goods and Passengers . 

7. Taxes on Vehicles, animals and boats 

8. Profession Tax ..... 

9. Theatre Tax ...... 

10. Pilgrim Tax . . . . . ' . 

11. Town improvement and betterment taxes . 

12. Other taxes, ceases, etc. .... 


II.— Non-Tax Revenue 

(a) Grants from Government ..... 

(1) Roads and building .... 

(2) Education ...... 

(3) Medical and Public Health .... 

(4) Other purposes ...... 


B —Details of Income 


Total 


Total 


1950-51 

1951-52 

1952-63 

Rs. A. P. 

Rs. A. P. 

Rs. 

A. P. 

1,900 

1,934 

1,960 


501 0 0 

490 0 0 

530 

0 0 

269 0 0 

275 0 0 

300 

0 0 

0 2 6 

0 2 6 

0 

2 9 


269 0 

0 

275 0 0 

300 0 

0 

500 0 

0 

490 0 0 

530 0 

0 

Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


Nil 


Nil 

Nfi 


Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


Nil 


Nil 

Nfi 


Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


769 0 

0 

765 0 0 

830 0 

0 


300 0 

0 

Nil 

Nil 


Nil 


Nil 

1,800 0 

0 

Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


Nil 


Nil 

Nil 


300 0 

0 

Nil 

1,800 0 

0 


55 0 0 50 0 0 40 0 0 

Nil Nil Nil 


(6) Fees, fines, etc. 
(e) Miscellaneous . 


GRAND TOTAL 


355 0 0 


60 0 0 1,840 0 0 
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C. Details of Expenditure. 


1. Administration 

» 

2. Service (drainage) ........ 

3. Medical and Public Health ...... 

4. Roads and buildings ........ 

6. Miscellaneous ......... 

2. In 1950-51, when the Panchayat system was newly 
introduced in this area, construction of and repair to 
certain roads were taken up and drainage system in¬ 
troduced in the village. Hence the people were asked to 
pay in cash and manual labour amounting to Rs. 500. 
In subsequent year, i.e., in 1951-52 and 52-53, the same 
work was taken up, and also the people contributed 
money and labour for minor irrigation projects. Again 
in 1952-53, the State Government contributed Rs. 1,800 
for construction and repair of 3 miles of village road 
to which the villagers contributed almost the same 
amount, t.e., Rs. 1,800. 


1950-51 


1961-52 

1952-53 

Rs. A. 

P. 

Rs. A. 

P. 

* 

CO 

p$ 

500 0 

0 

150 0 

0 

15 0 

500 0 

0 

490 0 

0 

53o 0 0 

Nil 


Nil 


Nil 

Nil 


Nil 


1,800 0 0 

Nil 


Nil 


Nil 


The heavy expenditure of Rs. 500 in 1950-51 was In¬ 
curred for the service of a secretary and a peon at 
Rs. 35 a month. But the staff was retrenched—subse¬ 
quently due to want of fund in 1951-52 and 52-53. All 
other development work was done by local subscription 
and contribution of manual labour. During last three 
years village roads were constructed and repaired and 
three minor irrigation projects were completed with the 
help of State Grant, Water hyacinth and deposited silts 
in tanks were removed from three tanks. 


1950-51 1951-52 1952-53 


3.—Relative importance of: — 

1. Tax Revenue ............. 

2. Share of Revenue from specific taxes levied and collected by State Government 

3. Grants-in-aid from the State Government ........ 

4. Other non-Tax Revenue individual component of the same and their relative 

importance (from construction of 3 miles of village Road). 


Part I—-List of Individual Taxes with which Village 
Panchayat are concerned. 

Section (a) A Brief account of origin and development 
of the tax. 

General Property Tax (Panchayat tax). 

The Gram Panchayats have assessed only Panchayat 
tax which may also be called ‘General Property Tax’. It 
was assessed in 1950-51, on the principle of individual 
capacity to pay. 


4. Principal Taxes.—Panchayat Tax is the Principal 
and the only tax. The amount of Collection shows 
improvement arid there are indications to show that 
taxation on vehicles and animals may be taken up now, 
exempting the poor cultivators having one cart and a 
pair of bullock, etc. 

5. Efforts have been taken at different times during 
the last three years to impose new taxes but it was 
opposed every time by the people. Hence for the time 
being the hope of increasing Tax-revenue by imposing 
new taxes was given up. However the old taxes were 


Rs. a, p. ri Rs. a. r. Rs. a. p. 

269 0 0 275 0 0 300 0 0 

Nil£ [fA.7 Nil 

300 0 0 [ Nil Nil 

Nil ’ Nil 1,800 0 0 


increased @20 per cent, or 25 per cent. 

The State Government has not imposed any new tax 
in the Panchayat area during last three years. 

6. Administration of the Tax System— 

Assessment of new tax and increase of the old 


At present the total amount of assessment is Rs. 300 
only. The Gram Sabha is empowered to assess new 
taxes under rules 44 and 121 of Sections A and B of 
Orissa Gram Panchayat Rules 1948 and 1949 respec¬ 
tively. According to above rules the Gram Sabha have 
set up a Finance Committee which hears appeals and 
revision against assessment made by the Gram Sabha. 


tax is made by the Gram Panchayat who is the 
authority also for hearing appeals and revision of 
assessment, subject to formal sanction of the State 
Government. 

Collection of taxes is made by contract-system, 
i.e., on payment of 10 per cent, of the total collec¬ 
tion. Arrear is realised by imposing fines and 
issuing distress warrant. For the evasion also dis¬ 
tress warrant is issued after sufficient time and 
notice. 

7. Tax evasion is being removed by distress warrant 
after sufficient notice. 

8. Taxation by Village Panchayat simultaneously with 
the introduction of Panchayat is a discouraging factor 
against establishment of Panchayat system. The plea of 
‘ burden of taxation ’ has already been taken up by the 
political opponents. 


, n= |° c P er c fnt. of the total assessment made for 1950-51, 
1951-52 and 1952-53 have not yet been realised. The 
maximum assessment on individual assessee is Rs. 10 
per annum and minimum is As. 2 per annum. Poor and 
unable families are exempted. Trends to arrear is found 
to be decreasing. 


Regular process oi distress warrant and fine are taken 
up in case of arrear, evasion and avoidance. The mem¬ 
ber in charge of the ward number in which arrear 
falls due or evasion occurs is held responsible. Due 
to want of staff, collection is made by contract basis on 
payment of the 10 per cent, of the total collection. The 
percentage of arrear is decreasing. It was Rs. 35 in 
1950-51, Rs. 25 in 1951-52 and Rs. 22 in 1952-53. 


Actually no distress warrant is yet issued against 
any defaulter. It is realised by imposing fines The 
fines also are exempted in almost all cases excepting a 
few defaulter who are intentionally avoiding 


The responsibility of the imposition of taxes, fees 
tolls, etc., and their collection for a period of one or 
two years need be taken up by the State Government 
and then handed over to Gram Panchayats so that the 
political opponents should not raise their voice against 
the establishment of Village Panchayats, and other con¬ 
structive programme. 

22 finance/55 • 


Section (b) : Replies to question or questions hearing 
on the Tax. ^ 

Question No. 203.—General Property Tax. 

Though the Village Panchayat has not yet levied the 
general property tax still they are of opinion to levy such 
taxes on the Slab basis given in Part III. Notes on in¬ 
dividual questions ; if and when necessary. 

29 
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Question No. 207.—“Service” Taxes. 

This Gram Panchayat has not levied any service tax, 
village roads and drains are constructed by the villagers 
by subscription in cash and labour according to their 
capacity to pay. Thus in 1950-51 earth work amounting 
to Rs. 500, Rs. 450 in 1951-52 and Rs. 475 in 1952-53 
were spent in constructing roads and drainage. Hence 
the Panchayat is of opinion to manage the service work 
not by taxation but by subscription in cash or labour 
when necessary. 

Question No. 208.—Local Fund Cesses. 

This Gram Panchayat has not yet received any 
amount as Local Fund Cesses from the State Govern¬ 
ment and thus has sustained a loss of Rs. 140 (being 
1 of the cess realised by State Government and payable 
to Gram Panchayat under sub-rule (j) Rule 39, Chapter V 
of Orissa Gram Panchayat Rules 1949). Thus the Gram 
Panchayat has not yet been paid a sum of Rs. 140 each 
year for the last three years from 1950-51 to 1952-53. 
The total arrear on this account is Rs. 420 up-to-date. 

Question No. 209.—Octroi. 

No receipt from Octroi. Hence no figure available. 
Efforts cannot be made for want of staff to levy such 
tax. But such taxes will be levied as soon as fund 
available to maintain a secretary for the G. P. 

Question No. 220.—Profession Tax. 

A. No such tax is levied. 

B. In deligating the powers to levy the profession 
tax to Village Panchayats, the State Government has 
kept the maximum limit of Rs. 50 a year, and it is to 
be levied on the assessable annual income (under sub¬ 
rule 5 of Rule 127 of the Orissa Gram Panchayat Rules, 
1949). 

No particular profession is mentioned. 

Question No. 221.—Theatre Tax. 

No theatre tax has been levied as there were no such 
occasion. 

Questions Nos. 8 and 9.— 

No service tax has yet been levied. But village roads, 
drainage, minor irrigation projects and village welfare 
centre, etc., were constructed on contributions raised by 
subscriptions in cash and labour from the people and 
that received from State Government. During the last 
three years a sum of about Rs. 3,000 was collected from 
the people as subscription in and outside Gram Pan¬ 
chayat area. 

Questions Nos. 189 to 194.— 

A. No such instances as referred to in the questions 
have occurred. 


any new tax is opposed by majority of the people. There 
are also Political Opponents who raised the cry of 
burden of taxation of the Panchayat system. In 1950-51 
I called a Gram Sabha for considering the question of 
assessment of the tax resources available to this G. P. 
Several of the principles for taxation were considered 
but only annas four for every acre of landed property 
was considered to be suitable for assessment. But 
Government sanitation has not yet been#obtained for 
that and there is no staff to find out the acreage of the 
individual tax payers. Hence, mainly for want of fund, 
necessary arrangements of facts and figures could not be 
made. The state assistance is needed for the initial 
expenditure to be incurred in this direction. 

Part I— The Tax System. 

Question No. 8.— 

Yes, I agree that receipts from particular taxes 
should not, as a rule, be funded or earmarked for 
specific purposes. 

Question No. 9.— 

No, for special purposes no cess is to be levied. It 
can be met by occasional subscriptions. 

Question No. 15.— 

Cost of compliance with tax regulation adds material¬ 
ly to the burden of taxation in case of agricultural 
income-tax, sale tax, central excise tax on tobacco 
growers specially on middle class cultivators, and retail 
shopkeepers. 

Question No. 16.— 

I do not think that the benefits accruing from Public 
Expenditure have any bearing on the consideration of 
burden of taxation in India. 

Part IV—Agricultural Income-Tax, Land Revenue 
and Irrigation Rates, 

Question No. 154.— 

(i) The basis of levy of land cess should be land- 

revenue. 

(ii) No. I am afraid the cultivators will be affected 

if degree of graduation is introduced. 

(iii) (a) I think the realisation of land cess would 

be easier and less costly if it can be placed 
within the purview of local bodies. 

(b) Yes, the cesses should be earmarked for 
specific purposes more closely related to the 
rural tax payer. No consolidated cess for 
local purposes is required at present. 


B. No such instance as referred to in the question has 
happened. But it is a fact that additional grant-in-aid 
or even the Jrd share of the land cess has not yet been 
received by the Gram Panchayat for reasons not known 
to me. 

C. The State Government has given a general grant- 
in-aid amounting to Rs. 300 as initial expenditure (or 
opening balance) for the establishment of the Gram Pan¬ 
chayat in 1950. In 1952-53 also the State Government 
has contributed a sum of Rs. 1,800 for constructing 3 
miles of village road. During the last three years of 
the Gram Panchayat the above two contributions have 
been received as assistance for development expenditure 
from the State Government. 

Question No. 1.— 

In my view the village Panchayats’ unwillingness, if 
any, is only due to the fact, that the 1st assessment of 


(iv) I think in the merged areas of Part A States 
a special problem will be involved as the 
rates of land revenue in those areas are some¬ 
what higher than that of B States. The 
question is how to assimilate these rates. In 
those merged areas the land cess need be 
levied not on the basis of land revenue but on 
that of acreage. 

Part V—Other Taxes (Central & States). 

Question No. 171.— 


Yes, I may suggest that the extension to or increase 
of tu fel T e n to - ln ll ? e question can be made in the case 
of the following classes of users of roads other than 
motor vehicles at following rates. The proceeds should 
be disposed by making improvement of village roads. 


Cycles, bullock-carts, rickshaws and boats at Rs. 2, 
Rs. 3, Rs. 4 and Rs. 5 respectively per annum. 



Punjab 


Replies of the Amritsar Municipal Committee to the Supplementary Question¬ 
naire (Municipalities) of the Taxation Enquiry Commission. 


MEMORANDUM A. 

“ General note on the finances (including the taxation 

ASPECT OF THE LOCAL BODY).” 

1. The Municipal Committee, Amritsar, is governed 
by the Punjab Municipal Act, 1911, and the Punjab 
Municipal (Executive Officer’s) Act, 1931, as amended 
upto-date and the rules and bye-laws framed thereunder. 

The Municipal Committee at present consists of 
43 members elected and six officials nominated by the 
State Government as Advisers. While a clear line of 
demarcation cannot be drawn, the executive functions 
are entrusted to the Executive Officer and matters relat¬ 
ing to legislation, e.g., framing of bye-laws taxation and 
formulation of civic policy, etc., are the concern of the 
Municipal Committee. The Executive Officer exercises 
over-all executive control in respect of the different 
departments headed by the Heads of Departments. 

The functions of the Municipal Committee are, how¬ 
ever, detailed in Section 52 of the Punjab Municipal 
Act. 

2. In the budget estimates of this Committee for the 


year 1953-54, the following financial position is 
exhibited: — 

Total income. 

80,84,779 

Opening balance .... 

3,78,037 

Grand Total 

84,62,816 

Total expenditure .... 

83,95,545 

Closing balance .... 

67.27&J 

While the revenue expenditure 

aggregated to 


Rs. 69,08,325 a provision of Rs. 14,87,220 has been made 
for capital expenditure. The revenue expenditure, 
besides meeting the cost of establishment and contingent 
charges, provided for the upkeep of public utility services 
e.g., fire brigades, public gardens, education, medical 
relief, conservancy and other public health amenities, 
drainage, water supply, veterinary services, public 
streets, etc. 

The finances of this Committee suffered a severe set 
back as a result of the unprecedented civil disturbances 
of the March-August, 1947 period and the equally un¬ 
expected events following the transfer of power. 
Extensive damage was caused to Municipal works and 
public amenities by factors over which the Committee 
had no control. Strenuous efforts were, however, made 
to rebuild the financial structure of the Committee and 
as a consequence financial stability has been achieved. 
The task of civic re-construction has also been tackled 
with vigour and imagination. 

The Committee has entrusted the preparation and 
execution of its public health projects both relating to 
water supply and drainage to the State P. W. D., and in 
consultation with the Superintending Engineer (Public 
Health Circle) a long-term programme has been drawn 
up for development expenditure in this behalf. In order 
to carry out the planned programme a sum of nearly 
10 lacs a year will be ear-marked in the budget. 

3. The gross income, as detailed in paragraph 2 above 
budgetted for the year 1953-54, is allocated as follows: — 


1. Revenue derived from taxes 

• 

31,25,300 

(ii) Share of revenue from specific 
taxes levied and collected by 
the State Government 


(iii) Grants-in-aid from 

Government 

State 

2,39,899 

(iv) Other non-tax revenue — 



1. Interest on securities 


20,000 

2. Misc. unclassified receipts 


1,79,330 

3. Offensive and dangerous 
license fees . 

trades 

45,000 


4. Vehicle license fees . . . 1,12,000 

5. Misc. (copying fees) . . . 1,600 

6. Income from Municipal pro¬ 

perties 2,27,950 

7. Receipts from electric revenue . 28,33,500 

8. Education fees .... 22,100, 

& 1,500 

9. Medical fees.3,000 

10. Sale of night soil .... 55,000 

11. Drainage . 1,25,000 

12. Control of food supplies . . . 68,000 

13. Misc. Public Health fees . . 3,000 

14. Sale of water .... 2,36,000 

15. Veterinary Deptt. including fairs . 81,800 

Extraordinary and Debt — 

16. Contribution from Electric Deptt. 3,50,000 

17. Deposits and advances . . 1,94,800 

18. Sale of investments . . . 1,60,000 

47,19,580 

Grand Total . 80,84,779 


As is evident from the above, no income is derived 
by the Committee from any share of the taxes levied 
and collected by the State Government and the grants- 
in-aid received from Government are also practically 
insignificant. Thus the Committee has to maintain its 
services out of its own limited and more or less in¬ 
flexible resources. 

There is, however, no denying the fact that the 
electricity undertaking of the Committee (the Municipal 
Committee is a licensee under the Indian Electricity Act 
for the supply of electric energy within the area of its 
license) produces sufficient net profit in order to lend 
support to its taxation structure. 

4. The following principal taxes are levied in this 
Committee: — 

(1) Octroi. 

(2) House Tax. 

Before the transfer of power in August 1947, Amrit¬ 
sar was known as the Lanceshire of Northern India 
and was serving as an entrepot for the Punjab and the 
North-West Frontier Provinces in different commercial 
commodities particularly tea and textiles. As a result 
of the partition of the Punjab, Amritsar became a border 
town and lost much of its importance as a commercial 
centre. The opening of the Jullundur-Mukerian railway 
line, by which an alternative and shorter route was pro¬ 
vided for connecting the State of Jammu and Kashmir 
with other parts of the country, the trade of this town 
received a further set back. The terminal tax which was 
in force in this Committee for over 33 years was replaced 
by Octroi (without refunds) in 1950. The Committee has 
adopted the Model Octroi Schedule framed by the State 
Government for all municipalities in the Punjab subject 
to certain concessions granted to industries and trading 
institutions requiring protection. The model schedule 
is being revised by Government in a piece meal fashion 
and the effect of the revision on municipal revenue from 
this source has been highly discovering. It is expected 
that there will be a fall of income to the extent of 
Rs. 3 lacs per annum. 

The civil disturbances of March-August, 1947 period 
caused enormous destruction of property which brought 
about considerable shrinkage in the rating value. Unless 
damaged areas of the town are rebuilt, which is bound 
to take several years, there is hardly any prospect of 
improving income from tax on lands and buildings. This 
tax is quite unpopular with the rate-payers and constant 
pressure is maintained on the Committee either to abolish 
it or to grant liberal remissions and exemptions. 

As detailed in paragraph 4 above terminal tax was 
replaced by octroi (without refunds) with a revised 
schedule of rates in the year 1950. House Tax was levied 
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in 1946. There was, however, no occasion to impose new 
taxes or increase the rates of existing ones simply for 
meeting debt charges or for balancing the budget. A 
tax on cycles was levied in the year 1952 to strengthen 
the financial structure. 

6. In view of Amritsar being a terminus and border 
town there are little prospects of increasing the present 
level of tax revenue, as any additional burden in this 
behalf is likely to tell upon the trade of the town. 
Moreover there is a growing tendency among the business 
men of this town to shift to Delhi, Bombay and other 
more prosperous business centres. 

7. The Committee is administering its tax system 
including assessment and collection exclusively through 
its own agency without any assistance from the Stale 
Government. 

As required under the Municipal Act the Committee 
has appointed an assessment committee consisting of the 
Executive Officer and two members of the Committee who 
dispose of objections after hearing the assessees con¬ 
cerned and thereafter the final assessment list is drawn 
up. Under Section 84 of the Punjab Municipal Act an 
appeal against the assessment or levy of any tax' or 
against the refusal to refund any tax, lies to the Deputy 
Commissioner or to such other officer as may be em¬ 
powered by the State Government in this behalf. 


8. Surprise raids are organised at odd hours to way¬ 
lay the smugglers. In respect of rail-borne goods, the 
Committee moved Government to amend the relevant 
provisions of the Municipal Account Code—thus making 
it obligatory for the importers to first pay the octroi 
chargeable on the entire consignment, detailed in the 
railway receipt and then to submit claims for refund, 
if any, on account of diversion of goods to out stations 
or any other causes permissible under the law. 

9. This Committee has suffered considerable loss in 
income due to the wheel tax on motors having been 
provincialized. Undoubtedly the damage done to roads 
of local bodies, by extraordinarily heavy traffic cannot 
be made good unless the Government shares the proceeds 
of the motor vehicles tax with the local bodies. Again 
the State Government is running the Omnibus Service as 
a commercial undertaking in this town, but the Com¬ 
mittee is in no way compensated for the use of its roads, 
especially when it had to widen a number of roads and 
to provide bridges and round abouts, etc., to make the 
in fit for bus traffic. The maintenance of the bus routes 
costs the Committee nearly rupees one lac and fifty 
thousand per annum. 

10. A statement in the prescribed form, containing 
the necessary data relating to the finances of this Com¬ 
mittee is enclosed. 


Statement showing Income and Expenditure of Municipal Committee, Amritsar for the Year 

1948-49 to 1952-53. 

1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

A .— General Information 





Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

Rs. A. p. 

1. Population . , . . 3,89,581 

(census 1941) 

3,89,581 

3,89,581 

‘ 3,20,465 

(census 1951) 

3,20,465 
(census 1951) 


2. Total income (including opening balance) 56,00,378 0 0 53,58,071 0 0 65,97,162 0 0 72,91,630 0 0 79,90,622 0 0 

3. Total income from rates and taxes . 16,44,048 0 0 14,68,939 0 0 23,76,174 0 0 29,59,678 0 0 33,25,258 0 0 

4. Ter capita incidence of total income . 14 6 0 13 13 0 16 14 0 22 12 0 24 14 0 

5. Per capita incidence of income from taxes 436 3120 610 940 10 60 

B. Details of income 
1. Tax Revenue— 

(i) General property tax (tax on houses 4,26,530 0 0 3,08,419 0 0 6,00,206 0 0 6,39,529 0 0 8,14,816 0 0 

and lands). 

(ii) Service taxes (water, lighting, drain- 14,018 0 0 20,537 0 0 18,757 0 0 18,515 0 0 13,321 0- 0 

age, conservancy, etc. 

iii) Local Fund cesses .. .. • • • 1 

(v) Octroi and Terminal tax— 

(a) Octroi ..... .. .. 12,40,995 0 0 22,67,470 0 0 24,35,917 0 0 

(b) Terminal tax .... 11,39,627 0 0 10,82,851 0 0 4,61,750 0 0 

(v) Tolls ...... 

(vi) Taxes on goods and passengers 

oarried by road or inland water¬ 
ways. 

(vii) Taxes on vehicles, animals and boats 63,873 0 0 67,132 0 0 54,466 0 0 44,164 0 0 61,204 0 0 

(viii) Profession tax .... 

(ix) Theatre tax ..... 

(x) Pilgrim tax .... .. .. .. . • • • 

(xi) Town Improvement and “better- .. .. .. •• •• 

ment ” taxes. 

(xii) Other taxes, cesses and rates (to be 

specified separately). 


Total . 16,44,048 0 0 14,68,939 


23,76,174 0 0 29,59,678 0 0 33,25,268 0 0 
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1948-49 1949-50 1950-51 1951-62 1952-63 


Rs. A. P. 


Ra. A. P. 


Rs. A. P. 


Rs. A. P. 


Rs. A. P. 


2. (a) Grants from Government— 
(i) Roads and buildings 



(ii) Education .... 

1,12,236 

0 

0 

1,30,767 

0 

0 

1,23,858 

0 

0 

1,70,838 

0 

0 

2,00,548 

0 

0 



(iii) Medical and publio health purposes 

26,235 

0 

0 

25,223 

0 

0 

24,647 

0 

0 

30,767 

0 

0 

12,073 

0 

0 



(iv) Other purposes 

3,215 

0 

0 

3,216 

0 

0 

3,216 

0 

0 

15,471 

0 

0 

20,955 

0 

0 



Total 

1,41,686 

0 

0 

1,59,206 

0 

0 

1,51,721 

0 

0 

2,17,076 

0 

0 

2,33,676 

0 

0 



( b ) Fees, fines, etc. .... 

1,09,124 

0 

0 

1,50,818 

0 

0 

1,51,827 

0 

0 

1,73,132 

0 

0 

2,39,418 

0 

0 



(c) Miscellaneous 

37,05,520 

0 

0 

35,79,508 

0 

0 

39,17,440 

0 

0 

39,41,744 

0 

0 

41,92,370 

0 

0 



GRAND TOTAL 

66,00,378 

0 

0 

53,58,071 

0 

0 

65,97,162 

0 

0 

72,91,630 

0 

0 

79,90,622 

0 

0 



C. Details of expenditure 

















1 . 

Administration ..... 

9,54,807 

0 

0 

4,93,437 

0 

0 

5,30,968 

0 

0 

7,38,890 

0 

0 

6,58,791 

0 

0 


2. 

“ Service ” (water-supply, drainage 

conservancy, lighting, etc.). 

33,000 

0 

0 

27,600 

0 

0 

28,000 

0 

0 

30,000 

0 

0 

43,000 

0 

0 


3. 

Medical and Public Health (excluding 
drainage and conservancy). 

2,06,582 

0 

0 

3,15,650 

0 

0 

3,79,496 

0 

0 

4,94,479 

0 

0 

6,62,911 

0 

0 


4. 

Roads and buildings .... 

3,34,609 

0 

0 

3,88,303 

0 

0 

4,74,448 

0 

0 

7,34,345 

0 

0 

6,35,722 

0 

0 


er 

Miscellaneous (including drainage and 
conservancy). 

39,75,919 

0 

0 

39,35,832 

0 

0 

47,57,526 

0 

0 

53,87,703 

0 

0 

66,17,345 

0 

0 



Total 

55,04,917 

0 

0 

51,60,822 

0 

0 

61,70,438 

0 

0 

73,85,417 

0 

0 

85,07,769 

0 

0 



MEMORANDUM B. 

(1) Taxes on advertisements other than those appear¬ 
ing in newspaper [126(H)], 

No comments. 

(2) General Property Tax and Service Taxes (200 to 
207). 

(a) A brief account of the origin and development 
of the taxes: — 

(i) Tax on lands and buildings. 

The Municipal Committees are empowered to levy 
this tax under section 61(i)(a) of the Punjab Municipal 
Act, 1911, reproduced below: — 

“ 61. (1) (a) a tax payable by the owner, on build¬ 
ings and lands: — 

(i) Not exceeding twelve and a half per cent, on 
the annual value ; 

(ii) not exceeding in the municipalities, Simla, 
Dharamsala, Dalhousie and Murree, one anna 
and four pies and elsewhere one anna per 
square yard of the ground area ; or 

(iii) not exceeding in the municipalities of Simla, 
Dharamsala, Dalhousie and Murree, four 
rupees and elsewhere three rupees per run¬ 
ning foot of frontage in streets of bazars: 

Provided that in the whole or any part of the muni¬ 
cipality of Simla there may be imposed both a tax on 
buildings and a tax on lands: 

Provided further that in the case of lands and build¬ 
ings occupied by tenants in perpetuity, the tax shall be 
payable by such tenants.” 

The levy of this tax was sanctioned by the Municipal 
Committee, Amritsar in its resolution No. 512, dated 
16th November 1943, and was notified by the Punjab 
Government, vide Notification No. 184-C-45/6959, dated 
16th February 1945 reproduced below: — 

“No. 184-C-45/6959-(a). Whereas the Municipal Com¬ 
mittee of Amritsar has proposed for the previous sanction 
of the Punjab Government, under provision (i) to sub¬ 
section (1) of section 61 of the Punjab Municipal Act, 
1911, the imposition within the Amritsar Municipal area 


of the following tax, viz., a tax payable by the owners 
on building and lands, fetching a rent of above Rs. 20 
per mensem, at the rate of ten per cent, per annum or 
their value as defined in sub-section (i) of section 3 of 
the said Act. 

(b) And whereas the Commissioner of the Lahore 
Division has, under sub-section (7) of section 62 of the 
Municipal Act, sanctioned the proposal of the Committee. 

(c) And whereas the Governor of the Punjab under 
the first proviso to sub-section (1) of section 61 of the 
Act has accorded his sanction to the Committee’s proposal 
in the form in which it received the sanction of the 
Commissioner: 

The Governor of the Punjab, in persuance of the 
provisions of sub-section (10) of section 62 of the said 
Act, hereby notifies the imposition of the said tax, in 
accordance with the oraer ot the Commissioner of the 
Lahore Division, and declare that the same shall come 
into force with effect from the 1st day of July, 1945.” 

The procedure for assessing immovable property is 
described in Sections 63 to 68 of the Punjab Municipal 
Act. Remission of this tax on account of the property 
lying unoccupied is governed by the provisions of section 
72 of the Act. Appeals against the assessment or the 
levy of or against the refusal to refund this tax lies to 
the Deputy Commissioner or such other officer as may 
be empowered by the Provincial Government in this 
behalf and sections 84 to 86 of the Act deal with the 
matters relating to disposal of appeals, etc. 

In the year 1952-53, the total receipts from this tax 
aggregated to Rs. 8,14,816 against the sum of Rs. 55,039 
spent specifically on its collection. 

The tax was levied by the Municipal Committee in 
1945 and the following tabulated figures would show 
.the trend of its receipts: — 


Year. 


1946- 47 

1947- 48 

1948- 49 

1949- 50 

1950- 51 

1951- 52 

1952- 53 


Income from House Tax. 


Rs. 

2.63,851 

2,96,525 

4,26,530 

3,08,419 

6,00,206 

6,39,529 

8,14,816 
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The arrears of House Tax increased considerably 
after 1947 as due to partition of the Punjab, the Muslim 
population migrated to West Punjab enbloc .... and 
collections of this tax could not be effected from March 
to August 1947, due to civil disturbances of unprece- 
dental nature. Even otherwise, due to slump in trade 
specially witnessed in this terminus town, people find it 
difficult to pay taxes in time and with a view to facilitate 
the recovery of arrear demands, easy instalments are 
sanctioned. It may be relevant to mention that while 
sanctioning the levy of tax on lands and buildings in 
this town, the Municipal Committee decided to earmark 
the income from this source to be spent exclusively on 
capital expenditure on its public health works such as 
augmentation of water supply and sewerage scheme. 
The aforesaid decision was not only been strictly adhered 
but Committee has in addition been making available 
considerable funds from its general revenues in order 
to push on with the execution of these projects. 

(ii) Service taxes.—The only service tax levied in 
this Committee is “ scavenging tax ”. This tax is levied 
by the Municipal Committee by virtue of the provisions 
of clause (e) of sub-section (i) of section 61 of the Punjab 
Municipal Act reproduced below: — 

Section 61(1) Clause (e).—The tax be imposed on any 
building or a group of buildings, only when a committee 
undertake the house scavenging of such building or 
buildings under section 159 of the Act. 

The Municipal Committee, Amritsar levied this tax in 
the year 1942 and the schedule in force is detailed 
below: — 

Appeals against the assessment or the levy of or 
against the refusal to refund this tax lie to the Deputy 
Commissioner or such other officer as may be empowered 
by the Provincial Government in this behalf and sections 
84 to 86 of the Act deal with the matters relating to 
disposal of appeals, etc. 

The income from this source is more or less stationary, 
(b) Answers to questions. 

Questions 200 and 201.—There is no denying the fact 
that there is multiple taxation of this source of income 
and need for co-relation in this behalf is rather essential. 
Since income-tax is a comprehensive type of tax and 
governs the all world sources of income of an assessee, 
I think, it would be better to adopt a uniform basis of 
valuation for the urban immovable property tax levied 
by the State and tax on lands and buildings imposed by 
the local bodies. I, however, agree with the recom¬ 
mendations of the local finance enquiry committee that 
“ there should be no change from the well tried basis 
of rent to the more or less uncertain basis of capital 
value but that where municipalities are actually adopt¬ 
ing capital value as the basis and there is no complaint 
that basis may continue ”. The later part of the recom¬ 
mendation, . I think is conceived to avoid upsetting of 
existing tried system in certain towns. 

Question 202.—I entirely agree with the recommenda¬ 
tions of the local finance enquiry committee. 

Question 203.—As stated already, the annual rental 
value should form the basis of assessment of the property 
tax. In order to provide relief to poor classes it would 
be fair to exempt monthly rental values not exceeding 
Rs. 5 as provided in the City of Lahore Corporation Act 
provided however, the owner owns no other such pro¬ 
perty within the Municipal area. There appears, 
however, no justification to allow any special exemption 
in respect of properties of owner occupiers of co¬ 
operative licensing societies. On equitable basis chari¬ 
table and education trusts, however, do deserve exemp¬ 
tion if the entire income of the trust is spent for 
charitable and educational purposes. I agree with the re¬ 
commendations made by the Local Finance Enquiry Com¬ 
mittee that the remission should be granted for a vacancy 
of 90 consecutive days in a year and that no rate payers 
who are in arrears should be entitled to vacancy remis¬ 
sion. With a view to encourage house building. I am 
in favour of exemption being granted in respect of new 
buildings for the first few years after construction as 
housing shortage is one of the baffling problems facing 
the country. The tax levied in this committee is not on 
slab basis. The additional receipts would be consider¬ 
able if the properties belonging to the Central and State 
Governments are made liable to property tax. 

Question 204.—I am not in favour of property tax 
being levied by the Municipal Committee on a progressive 
scale as beyond the minimum prescribed, the income of 
an individual, including income from such immovable 
property becomes liable to income tax, the scale of which 
is progressive. If the scale of property tax is also made 


sliding, the richer type of persons would well-nigh find it 
unprofitable to construct more buildings. 

Question 205.—I think a provision be inserted in 
the Act governing the administration of municipalities 
on the lines of the City of Lahore Corporation Act mak¬ 
ing it obligatory to levy property tax in such local bodies. 
The maximum and the minimum rates for the property 
tax to be levied by the local bodies should be prescribed 
by statue but the rate to be levied in eaclj local body 
should be left to its discretion, but if, however the State 
Government finds that the financial position of the local 
body is not good the State Government should be em¬ 
powered to itself increase the rate if the local body has 
failed to do so, inspite of necessary instructions having 
been issued by Government. 

The Punjab Government have recently added Section 
62-A to the Punjab Municipal Act, 1911 by the Punjab 
Municipal (Amendment) Acit, 1953, empowering Govern¬ 
ment to require a Municipal Committee to impose any 
tax, not already imposed, or failing that, to levy a 
tax or modify the rate themselves, with a view to improv¬ 
ing and stabilizing the financial condition of the local 
body concerned so that they can play an adequate role 
in the execution of the Five Year Plan. 

Question 206.—No comments. 

Question 207.—The basis of levy of scavenging tax, 
the only service tax imposed in this Committee is quite 
different from that of the property tax. There should be 
no distinction in the levy of property and service taxes 
vis-a-vis, port trust properties, railway properties and 
other properties of the Central and State Governments. 

It may be stated that under section 52(2), it is an 
obligatory duty of the Municipal Committee to construct, 
maintain, improve, cleanse and repair, all public streets, 
drains, latrines, urinals, etc. The scavenging tax is 
levied for the service rendered for undertaking house 
scavenging of certain selected areas under sections 159 
to 165 of the Punjab Municipal Act. The question there¬ 
fore of levying a consolidated tax on properties on 
account of services rendered is not feasible. 

This Municipal Committee has not levied water tax, 
but water rate is charged from persons who get their 
premises connected with municipal water supply for 
domestic or industrial purposes as the case may be. In 
the current years budget estimates a sum of Rs. 2,36,000 
is expected to be received on account of sale of water 
as against the sum of Rs. 4,59,000 allocated for expendi¬ 
ture on water supply. It might appear that the income 
from this source is not commensurate with the large 
capital outlay incurred by the Committee on various 
water supply schemes. 

It is pertinent to note that more than one-third of 
the city population who cannot afford to obtain private 
connections are dependent for pure water supply on 
nearly four hundred stand posts installed by the Com¬ 
mittee in different parts of the City. Vast quantity of 
water drawn through the public stand posts and fire 
hydrants as well as what is utilized on street watering, 
drain flushing and irrigation of public gardens, is not 
accounted for in the water works income accounts. 
Purely commercial considerations therefore have not 
been permitted to influence the Committee’s policy with 
regard to the provision of the public utility and the larger 
interest of the community has alone been kept in view. 

C. No comments. 

3. Local Fund Cesses.—No local fund cess is levied 
by Municipal Committees, hence no comments. 

4. Octroi and Terminal Taxes— 

(a) While terminal tax has been included in the 
federal list under the Government of India Act, 1935, 
the octroi has been left to be exploited by the Municipal 
Committees in the State. The rules relating to assess¬ 
ment and collection, etc., of octroi are embodied in 
Chapter V of the Punjab Municipal Account Code. 

(b) Replies to Questions. 

Questions 209 to 211.—While octroi is an ad valorem 
rate, the terminal tax is a maundage rate. It is an 
essential feature of octroi to allow refunds on articles, 
exported from the Municipal area, which could not be 
consumed or used within the prescribed period; the 
terminal tax does not admit of such refunds. 

Terminal tax having been included in the federal 
list, it requires the previous sanction of Government of 
India when any local body intends to revise its schedule 
of rates, and as a matter of policy such sanction is 



seldom accorded. In order therefore to avoid frequent 
refunds in the octroi system, this Municipal Committee 
has changed over from terminal tax to octroi (without 
refunds). There are however, no legal difficulties in 
the way of implementation of this change. 

Octroi (without refunds) is the main source of income 
of this Municipal Committee and is the only form of 
indirect tax.* A tax on goods imported within Municipal 
limits for sale, consumption or use is a very old tax and 
people have become used to it and it has not in any way 
effected the trade or commerce of the town. Special 
administrative arrangements have however been made 
for ensuring prompt refund of tax where admissible 
under the rules. 

The proposal to substitute octroi and terminal tax 
by the levy of surcharge on sales tax is not considered 
feasible as this will render sales tax even more un¬ 
popular than it is at present and is likely to give rise 
to violent public agitation. Moreover to escape the 
heavy burden imposed by the surcharge, it is apprehend¬ 
ed that evasion will be practiced on a very large scale. 

Question 212.—No comments. 

Question 213.—The basis for assessment for octroi 
should be by weight; the rate however, being revised 
on ad valorem basis after every three years, otherwise 
procedural delays and difficulties are likely to be faced. 

Question 214.—I am not in favour of replacing the 
existing system of collection of octroi and terminal taxes 
on goods transported by roads on the nationalization of 
the motor transport. 

Question 215.—No comments. 

(c) No comments. 

5 to 8.—No such tax is levied in this Committee 
hence no comments. 

9. Taxes on vehicles and animals — 

(a) A brief account of the origin and development of 
tax ;— 

The following taxes on vehicles and animals are 
levied in this Committee: — 

(1) Dog tax is realised @ Rs. 2 per annum per dog. 

(2) Tongas are assessed @ Rs. 12 per annum and 

hawkers hand-carts @ Rs. 72 per annum. 

(3) Cycles are assessed @ Rs. 2 per annum per cycle. 

These taxes are levied by the Committee under 
clause (c) of sub-section (1) of section 61 of the Punjab 
Municipal Act reproduced below: — 

“61. Subject to any general or special orders which 
the Provincial Government may make in this 
behalf, and to the rules any committee may, 
from time to time for the purposes, of this 
Act, and in the manner directed by this Act, 
impose in the whole or any part of the munici¬ 
pality any of the following taxes namely: — 

(1) (c) a tax, payable by the owner, on all or any 
vehicles, animals used for riding, draught 
or burden, and dogs, when such vehicles, 
animals used as aforesaid, and dogs are 
kept within the municipality.” 

Appeals against the assessment or the levy of or 
against the refusal to refund this tax lie to the Deputy 
Commissioner or such other officer as may be empower¬ 
ed by the Provincial Government in this behalf and 
sections 84 to 86 of the Act deal with the matters relat¬ 
ing to the disposal of appeals, etc. 

(b) Replies to Questions — 

Question 219 read with 168 to 171. — I am in general 
agreement with the recommendations made by the Local 
Finance Enquiry Committee in Chapter XX of their 
report in this behalf. 

The receipts during the year 1952-53 from taxes on 
vehicles and animals are shown below:— 

(i) Dog tax.289 

(ii) Vehicles tax. 44,467 

(iii) Cycles tax.16,448 

10 to 14.—No such tax is levied in this Committee, 
hence no comments. • 


MEMORANDUM C. 

Question 8.—I agree with the view that receipts from 
particular taxes should not, as a rule, be earmarked or 
funded for specific purposes. Apart from scavenging 
tax, the only service tax, no other tax is levied in this 
Committee, the receipts from which are earmarked for 
expenditure on specific objects. 

Question 9.—When it is desired to provide any 
amenity or utility-service for any particular locality or 
class of people, it is certainly desirable to levy cesses 
for these special purposes. 

Questions 10 & 11.—State undertakings, commercial, 
industrial, etc., are certainly desirable as the profits 
raised therefrom can be spent on public purposes instead 
of being usurped by the capitalists. It would however 
be desirable to reduce the prices chargeable to a certain 
reasonable extent. Certain percentage of the surplus 
earned should be contributed to the general revenues to 
serve as a relief in taxation and certain part of it should 
be reinvested in the undertaking itself to ensure its 
proper maintenance and rectification, etc. 

This Municipal Committee is running an electric 
supply concern in its capacity as a licensee under the 
Indian Electricity Act. The total revenue of the Electri¬ 
city Department in the year 1952-53 aggregated to 
Rs. 25,19,967 out of which Rs. 3,50,000 was contributed 
to the General revenues. 

Questions 15 to 17.—The cost of compliance incurred 
with its tax regulations is not considerable and does 
neither add materially to the burden of taxation nor 
weigh’s particularly heavily on any individual industry 
or occupation. 

Question 34.—No comments. 

Question 36.—It is certainly desirable and feasible to 
levy a tax on unearned increments in the value of land 
and other property brought about as a result of public 
projects of development. 

Question 38.—The tax structure in this country is 
already comprehensive enough and I am therefore in 
general agreement with the recommendations made by 
the Local Finance Enquiry Committee that certain taxes 
at present levied by the State Government should be 
left to be exploited by the Local Bodies. 

Questions 153 & 159.—These questions do not per¬ 
tain to municipal committees, hence no comments. 

Questions 168 to 171.'—-I am in favour of the several 
taxes, Central, State and Local levied on motor vehicles, 
being corelated and I think the collection of a consolidat¬ 
ed tax should be left to the State Governments and the 
net proceeds thereof may be apportioned among the 
different authorities on the basis of their existing income 
from this source. In working out the net proceeds how¬ 
ever, no amount should be earmarked for road mainten¬ 
ance and development which matter may be left to the 
authorities concerned. 

The users of roads other than motor vehicles are 
mainly, rickshaws, gaddas, tongas, cycles, hawkers hand¬ 
carts, etc., and levy of tax on these users should rightly 
be left over to the local bodies concerned as it is at 
present. 

Questions 185 to 199.—I agree with the recommenda¬ 
tions of the Local Finance Enquiry Committee that 
“ terminal tax on goods or passengers, carried by Rail¬ 
way, sea or air ” should be transferred from the Union 
list to the State list. Except to that extent, I think, the 
provisions relating to the system of local taxation in 
India, as far as the constitution is concerned, are general¬ 
ly satisfactory and need for improvement should be 
confined to the actual operation of the system and 
matters of relative detail. 

I think in judging the suitability of a particular tax 
for purposes of local taxation the main consideration to 
be taken into account should be that the Municipal 
Committee is allowed to exploit the source of revenue, 
the proper regulation of which trade or business, etc., 
falls within the functions of the Municipal Committee 
which is also required to incur certain expenditure under 
the Punjab Municipal Act. 

The main difficulty experienced by the Municipal 
Committees in the Punjab State, in this connection, is 
that the Punjab Government has taken up a somewhat 
conservative attitude in the matter of devolution, i.e.. 
proper transference of tax power from the State list to 
local bodies. I entirely agree with the recommendations 
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of the Local Finance Enquiry Committee, as detailed in 
paragraph (3) of their report that a convention be 
established by which the net proceeds from certain 
sources of revenue, as enumerated therein, should be 
exclusively made available for the local authorities. 

The methods of (i) devolution of more taxes to local 
bodies, or (ii) assignment of share of receipts from 
individual State taxes have never been adopted by the 
State Government to assist the local bodies financially in 
meeting their “ development expenditure While 
specific grant-in-aid is seldom sanctioned the State 
Government usually advances loans to local bodies for 
“ development ” purposes in accordance with the pro¬ 
visions of the Local Authorities Loan Act, 1914. 

No arrangements exist for co-ordination fiscal, 
administrative, or other in the assessment and collection 
of the tax on lands and buildings levied by the Municipal 
Committees and of the Urban Immovable Property Tax 
levied by the State Government. This, not only results 
in unnecessary duplication of staff and other forms of 
wasteful administration but also leads to needless harass¬ 
ment of the tax-payer by different tax agencies on the 
same account. 

Property tax is a tax particularly suitable for exploi¬ 
tation by local bodies and as recommended by the Local 
Finance Enquiry Committee in paragraph 166 of their 
report it is desirable that State Government should 
withdraw from this field on the condition that an equi¬ 
valent local tax is imposed by the municipalities. If 
however, the aforesaid recommendation is not adopted 
for any reason, it is suggested that with a view to ensure 
co-ordination in the assessment and collection of this tax 
should be left to the State Government and to the net 
proceeds thereof may be apportioned among the State 
and the local authorities. 


There is no denying the fact that local bodies usually 
fail to make full use of tax resources available to them 
for fear of their becoming unpopular among the local 
tax-payers. In order to meet such a contingency, the 
Punjab Government has recently enacted “ Punjab 
Municipal Amendment Act, 1953 ” by virtue of which 
the State Government has assumed power to levy a 
certain tax, not already levied or to increase the rate of 
any tax, already levied, if any local body ^ias in spite 
of having been called upon to do so, failed to comply 
with the instructions in the prescribed time. 

Questions 224 to 228. — I am in general agreement with 
the recommendations of the Local Finance Enquiry Com¬ 
mittee in so far as they relate to local taxation except 
those contained in paragraph 599 of its report, under the 
caption “ collection of taxes ”. The enquiry committee 
is not in favour of any rebates being granted for punctual 
payments and has suggested that instead penal interest 
at 6i per cent, per annum should be charged on arrears 
of taxes. 

From experience, I can say that people in general 
and businessmen in particular would rather prefer to 
pay the penal interest at 6i per cent, per annum which is 
in some cases even less than the rate at which they 
themselves raise money on loan. It will therefore be not 
a matter of much concern for them to pay the taxes in 
time to avoid payment of penal interest. Since rebate 
usually amounts to 10 to 25 per cent, of the amount 
billed for, there is certainly every attraction for the 
payees to avail of the benefit of rebate. 

I do not think, it would be feasible to make a pro¬ 
vision for manual labour being contributed (a) as an 
additional tax, or (b) in payment or part payment of an 
existing tax to a Municipal Committee in furtherance of 
any specific local development. 


Replies of Village Panchayat, Kagdana (Dist. Hissar) to the Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


MEMORANDUM A. 

(1) The required statistics are given 
appended herewith (not published here). 


MEMORANDUM B. 


in the form 


Hearth Tax. 


(2) The hearth tax was levied by the Panchayat in 
the year 1949-50 and regular income started from this 
year. The Panchayat also raised Rs. 1,000 by way of 
private donations and contribution to make arrange¬ 
ments for water supply. 

The main and regular source of income of the 
Panchayat has been from the hearth tax and the 
Government grant based on it. But in times of acute 
water supply problems the people were inclined to con¬ 
tribute more to the village or the Panchayat fund, just 
as in the year 1949-50 and then in the year 1951-52. 
Almost the whole of the income is utilised to “ service ” 
in various forms such as water supply, medical aid and 
construction and repairs of public builaings. The pattern 
of income and expenditure is almost the same every 
year. Grant from Government on the basis of income 
from taxation is important in that the people are inclined 
to pay tax to earn an equal grant from the Government 
but it is disappointing that the grant on this basis has 
been discontinued from this year. This should be 
revised. Now only 10 per cent, of the land revenue paid 
by the Panchayat area is to be given by the Government 
as grant. This will be too small and may be supple¬ 
mented by share of other State taxes, such as water rate, 
General Sale tax. The people will also collect more by 
way of donation and private contributions. 

Only the hearth tax has been levied and no other 
tax. The people are averse to taxation and particularly 
in our village which is a sandy and unirrigated tract 
and the financial position of the people is very week. 
The rate of hearth tax, now replaced by house-tax has 
been revised to a fair extent. 

There is practically no cost of collection as the 
Panches do the collection work themselves voluntari¬ 
ly and this is not much difficult. There have been no 
arrears so far but the nature of assistance from Govern¬ 
ment for recovery of arrears as provided in the Punjab 
Gram Panchayat Act, 1952 is not much helpful as ex¬ 
plained in memorandum D. 

There has been no attempt at evasion of the tax which 
is so simple, direct and easy. 


(a) Origin and development: — 

Only hearth tax and no other tax has been levied 
by the Panchayat. The tax is levied on every hearth 
in the village so that every one residing in the village 
may participate in the development of the village. The 
necessary information under this head is given below: — 

1. The tax was levied under section 69 of the Punjab 
Village Panchayat Act, 1939 after the previous permission 
of the Provincial Government. 

2. Tax was levied at the rate of As. 0-8-0 only per 
hearth per annum. No concessions or exemptions are 
specified in the notification empowering the Panchayat to 
levy the tax. The Panchayat has however the necessary 
powers to grant concessions or exemptions where neces¬ 
sary under the Act mentioned above. 

3. No separate staff has been maintained for assess¬ 
ment and collection of tax. The powers of appeal and 
revision are vested with the Deputy Commissioner of 
t.he district. 

4. No cost on collection has been incurred. The 
Sarpanch and/or the Panches collect the tax themselves 
voluntarily. 

5 and 6. Almost the whole of the tax has been col¬ 
lected every year. Small arrears here and there have 
been due to the famine conditions prevailing in the 
village during the last about three years. The village 
is entirely ‘ Barani ’ and no part of it is irrigated. The 
recovery from defaulters if any has to be made through 
the Collector of the district as arrears of land revenue. 

7. The rate of tax being low and the area under which 
the tax is levied being very small and easily controllable 
and the assessment of the tax being quite straight and 
direct, there has been no attempt at evasion of the tax. 

(b) Reply to Questions — 

There is no question to answer in the questionnaire 
relating to the hearth tax levied by the Panchayat. No 
tax has been levied by the Panchayat for any specific pur¬ 
pose. There has been no instance in which the Panchayat 
had been refused sanction by the Government to the levy 
of a particular tax, nor there has been any occasion 
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when the State Government compelled the Panchayat 
to levy any particular tax in spite of its opposition. 

•The grant from the Government has been based on 
the Panchayat’s income from taxes of all kinds levied 
and collected by the Panchayat. Government never 
refused any such grant in the past. This has been 
refused from this year. 

The main, father the only form of financial assistance 
from the Government has been the grant as mentioned 
in the note* below the appendix to memorandum A. No 
share from any State taxes or any increased general 
grant has been allowed by the Government to the 
Panchayat. 

The people are averse to taxation. Our village in 
particular, being a sandy, unirrigated tract has been in 
the grips of famine for the last about three years and 
the people could not afford to pay more to the Panchayat. 

(c) Nothing particular to mention. Kindly refer in 
this connection to memorandum D. 


Questions 200 to 207.—These questions do not concern 

the Panchayats. 

Question 208.—There is no cess on land revenue or 
other tax collected by the revenue administration and 
handed over to the Panchayats. As already pointed out 
above 10 per cent, of land revenue has bpen allowed to 
the Panchayats in the Punjab. The suspensions and 
remissions of land revenue will affect adversely the 
finances of Panchayats as the grant on the basis of 
10 per cent, of land revenue is to be based on its collec¬ 
tion and not assessment. It is desired that the said 
grant be allowed on assessment of land revenue whether 
it is collected wholly or not in the same year. 

Questions 209 to 221.—These do not concern the 

Panchayat. 

Question 222.—The levy of betterment taxes by 
Panchayats for specific purposes such as construction of 
school buildings, running of primary schools, making 
arrangements of water supply, construction of road is 
desirable. 


* Note appended to statistical portion in Memorandum 
A: The grants from Government have not been given for 
specific purposes. They have been based on income 
from taxation and nonjudicial fees, if any and also from 
judicial fees and fines realised by Panchayats and credit¬ 
ed into the Treasury in Government account. The grant 
has been given for village welfare work in general. 


MEMORANDUM C. 

Replies to different questions in Part VI of the 
questionnaire. 

Questions 185 and 186.—We have no knowledge to 
say anything in the matter. 

Question 187.—The size of population should deter¬ 
mine the relevancy or suitability of any particular tax 
to be levied by any institution, the more complication 
which may arise in the assessment or collection of a tax. 
The complications may be tolerable when the proceeds 
from a particular tax are proportionate to the cost 
of administration. The less the population, the 
less the requirements of a particular area and 
simpler the form of tax that may be possible to 
levy and collect. The general financial condition 
of the people of a particular village and the nature 
and the extent of the produce and source of income of 
the people in general will also weigh very much to 
determine whether a particular tax is suitable to levy 
or not. 

Questions 188 to 194.—-We regret our unability lor 
want of sufficient knowledge to offer detailed or even 
sufficient comments or replies to questions. The 
Panchayats are however empowered to levy any tax 
which our (Punjab) Legislature is empowered to levy. 
But previous sanction of the State Government in each 
case except house tax is necessary. The procedure of 
obtaining the previous sanction in each is dilatory in 
actual practice. A general authorization as against a 
specific approval would do. Similarly there should be no 
restriction as at present at the maximum rate of hearth/ 
house tax levied by the Panchayats in the Punjab. There 
is no other restriction. 


Question 223.—No. 

Questions 224 to 227.—No. 

Question 228.—Yes. This will increase the out-put of 
the work without in any way taxing the people any 
further. The people, specially the poor sections among 
them will prefer to offer manual labour instead of pay¬ 
ment in cash. The work will be done and there will 
also be no arrears. But this system should apply in 
cases of general taxes only. In cases of special works 
of public utility such as construction of road and school 
buildings, the construction of manual labour should be 
in the form of an additional tax. This will enable the 
Panchayat to complete works of heavy costs without in 
any way taxing the pockets of the people who might be 
already overburdened. Contributions in the form of 
manual labour will also create an enthusiasm in the 
people to better their own lot with their own hands 
and will create a much needed sense of self-help. In 
addition this will also create in the people a sense of 
dignity of labour, which will be no small an asset. 

Replies to Questions in Part I. 

Question 8.—Yes. Regular taxes should not, as a 
rule be earmarked for specific purposes. But this 
principle should not be applied to special taxes levied 
for special purposes. 

Question 9.—Yes. 

Question 15.—The Panchayats are generally not con¬ 
cerned with such taxes. 

Question 16.—Yes. The village people being illiterate, 
ignorant and less appreciative will only be satisfied if the 
tax money is spend on works which are really benificial 
to them and which concern their daily or immediate 
needs. They will not mind paying so long as they see 
and are satisfied that their money is well-spent. But if 
the tax money realized from them does not give them 
something solid which catches their imagination, they 
are not at all inclined to pay any more. The benefits 
accruing to the people must be fairly proportionate to 
the amounts they have contributed. 


Questions 195 and 196.—Nothing particular to 
mention. 

Question 197.—It is desirable that the State Govern¬ 
ment should sanction grant-in-aid equal to the tax 
revenue. This will provide an incentive to the village 
people who have not much civic conscience to contribute 
more for the improvement of their village. - 


Question 154. (i) It should be annual vakie. The 

people won’t mind paying • according to the annual in¬ 
come derived from their land. It is indeed painful for 
a Zamindar to pay land revenue when the yield from 
the land is not proportionate to the money and the 
labour spent. 

(ii) Yes, it will give every body a fair deal. 


Question 198.—Yes. 

Question 199.—Yes. The preference will be given to 
(ii) and (iii). The Punjab Government has already 
provided under the new Gram Panchayat Act, 1952 that 
10 per cent, of the land revenue, collected from a 
Panchayat area would be given to the Panchayat. It is 
desired that similar provision may also be made in 
respect of water rate charges and general sales tax. 
The people paying the tax would thus feel that they are 
contributing not only for their State welfare but also for 
the welfare of their own village. Backward as they are 
the village people need sufficient incentive, at least 'in 
early stages to raise contributions by way of taxes needed 
for their own welfare. The need of grants-in-aid is 
therefore necessary. That will also go a long way in 
developing a permanent habit to pay and collect taxes 
for their own benefit, obviating the necessity of grants 
in the long run. • 

22 finance/55 


(iii) It is desirable that to build up the village life 
should be placed within the purview of the Panchayat 
neglected for centuries at least 50 per cent, of land cesses 
at 10 per cent or 20 per cent, fall much short of village 
requirements. 

* 

(b) It is not necessary to earmark the cesses for 
specific purposes. The village people are very shrewd 
and know where the shoe pinches and can take care of 
themselves. A consolidated cess for local purposes will 
do. 

(iv) We have no knowledge about the matter. 

MEMORANDUM D. 

In the Punjab Village Panchayat Act, 1939 which has 
now been repealed and in the Punjab Gram Panchayat 
Act, 1952 which is now in force, it is provided that 

30 
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arrears of tax levied by the Panchayats are recoverable continue any longer, only if the Panchayats have at all 

as arrears of land revenue through the Collector of the to function effectively. It seems that the CoEectorate 

district. The experience has proved beyond doubt that staff is either averse to the requirements of the Pancha- 

this provision is not at aU effective with the result that yats or is very much overworked with the recovery work 

the defaulters go scot-free and no recovery is made from of many other departments and are unable to cope with 
them for years together. This state of affairs has the ever-increasing demand on them. It is suggested 

adversely affected the collection of taxes by the that either the Collectorates should be suitably and ade- 

Panchayats. As no recovery is made from the defaulters, quately staffed or the powers of recovery of arrears are 
those who pay the tax once or twice do not like to pay entrusted to at least the Panchayat department which is 

it again. Certainly such thing cannot be allowed to now an expanding concern. 



Uttar Pradesh 


Replies of the Landsdowne Cantonment Board to the Questionnaire of the 

Taxation Enquiry Commission. 


Question J85.—Defects of system of local taxation in 
India to a major extent are related to frameworks— 
both constitutional and legal. There are only three lists 
in the constitution, viz., the Union and the State and 
concurrent Article 246 of the Constitution. All powers 
of taxation which are fit for local taxation excepting a 
few, have been included in the State list with the result 
that the responsibility of devolution of these powers o 1 
taxation on the local body rests on the States. Various 
States have in their enactments on local bodies vested 
in them power of taxation to the different extent. For 
example the city corporations have only a few items 
of taxation open to them and their levy is compulsory 
whereas in the local bodies in certain State a bigger list 
from which to choose exists with the only restriction 
with regard to maximum and hiinimum rate of each 
tax. In still, some other States there are no restrictions 
on rates but before any tax can be levied, prior sanction 
of the State Government has to be obtained. Canton¬ 
ment Boards are however very unhappily placed in this 
respect. Section 60 of the C. A. 1924 restricts the Board 
to impose only those taxes which a municipality in the 
State in which the Cantonment is situated, may impose 
under any enactment for the time being inforce. The 
results is that the Cantonment Board though they are 
differently situated are restricted to only those sources of 
taxation which are open to a municipality in that State. 
The State Government while revolving or curtailing any 
power of taxations on/of local bodies in the State do 
not consider the special circumstances in which the 
Cantonment Boards are placed. The States, where they 
have revoked a particular source of tax, normally com¬ 
pensate in the form of a grant-in-aid to the local bodies 
for loss of revenue on that account. Yet the Cantonment 
Boards being a Central liability are not given any such 
grant-in-aid by the States. This results in hitting the 
finances of the Boards and the municipalities in the same 
State differently. Again though the respective acts 
might have given absolute authorities to local bodies in 
the State to impose a particular tax, the Cantonment 
Board must obtain the prior sanction of the Central 
Government. There is therefore, a dual control on the 
power of taxation by the Cantonment Boards—State and 
Central. 

Following remedies are suggested: — 

If possible, by an amendment of the Constitution, 
certain taxes should be scheduled to be leviable by local 
bodies. It should be a comprehensive list of most suit¬ 
able taxes for local taxation and the States should be 
empowered in their respective Acts to impose certain 
restrictions only, viz., the maximum and the minimum 
of each tax, which of the two taxes may not be leviable 
at the same time in a local body, etc. If however, 
amendment of the Constitution is not feasible, all State 
Governments in consultation with the Centre, should 
draw up a list permissible taxes for local taxation which 
should be given in all the States. The local bodies should 
be fully empowered to levy any tax/taxes out of the 
list, subject to the restrictions mentioned above. Beyond 
that there should be no control on the power of taxation 
of the local bodies. 

Question 186.—As has been stated in answer to 
Question 185, the inadequacy is traceable to the Con¬ 
stitution, in so much as the constitution itself does not 
reserve any sources for local taxation. Power of taxation 
■of the local bodies at present is derived from the relevant, 
legislations of the various States who due to increasing 
economic pressure are keen to retain the maximum 
power of taxation to themselves and devolve only the 
minimum possible on the local bodies. With the every¬ 
day increasing responsibilities of the local bodies which 
are now being asked in the present set-up to play not 
an insignificant. Apart in the national reconstruction 
demand for more and more funds by them is bound to 
clash with the interest of the State who also now need 
the maximum sources of income. Inclusion of the item 
89, viz., terminal taxes on goods or passengers carried by 
Railway, sea or air, in list I to schedule VII to the 
Constitution is recommended to be included in the State 
list. 

Question 187.—The most important characteristics c 
a suitable local tax are: — 

(a) Stability. 

(b) Flexibility. 

(c) Localisation. 

(d) Simplicity in assessment. 


It is absolutely true, that circumstances and charac¬ 
teristics of each local body being varied, a tax suitable 
to one local body may not be suitable for another local 
body. In the Cantonments for example there have 
always been restrictions imposed on construction of more 
and more houses and the population in general has not 
been encouraged to settle down in the Cantonments. 
The result is that whereas House Tax and professional 
tax play a very important part and constitute a con¬ 
siderable percentage of the total taxes, so is not the case 
in the Cantonments. 

That is why it has been suggested in the foregoing 
answers that a penal should be made and the local bodies 
should be given the liberty to impose any tax(es) out of 
it to suit their peculiar conditions. There are no _special 
characteristics in the classification of the Cantonments 
which would merit certain special taxes only. 

Question 188.—Yes. 

Question 189 to 194.—As the power of taxation of a 
Cantonment Board is corelated to that of a municipality 
which differs from State to State, it is very difficult to 
- answer these questions with reference to any particular 
Cantonment Board. The answer to these questions 
would therefore, be general, as far as Cantonment Boards 
are concerned. There is no doubt some very approxi¬ 
mate taxes for local taxation contained in the State list 
which have not been devolved upon the local bodies. 
Taxes on consumption and sale of electricity (item 
No. 53 of the State list). This power it is understood, 
has not been devolved upon any local body by any State 
—with the constitution of Electricity Boards being form¬ 
ed in the various States, the trend is towards provincial- 
isation of this enterprise. The States normally exempt 
their own commercial consumers or enterprises from 
the operation of taxation by a local body. This can be 
a real source of income to a local body yet it is being 
rapidly closed to them. Similarly "Taxes on entertain¬ 
ments including amusements ” (item No. 62 on the State 
list) is another real source of income which so far as 
is known, has not been devolved upon any local hody. 
According to the Cantonment Act, 1924, Section 60 before 
a Cantonment Board can levy a tax it must obtain the 
specific sanction of the Central Government. The pro¬ 
cess is also dilatory. The proposal to levy a tax has 
to be published locally—objections invited and considered 
and if the Board in the light of objections received 
modifies the proposal it has to be published again. After 
the Board has finally settled the proposal, it is to be 
submitted to the Central Government alongwith objec¬ 
tions. The Central Government then reserves the power 
to sanction, refuse or modify the proposal as it thinks 
fit. The tax is effective from the date of its publication 
in the official gazette and not, w.e. from a prior date. 
The result may be that a considerable period may elapse 
between the time a proposal is made and the tax actually 
becomes effective. Obviously the Cantonment Act, 1924 
gives perfect liberty to the Board to select any tax 
permissible to a municipality and to determine the rates 
thereof, assessment and its collection. There is no 
stipulation in the Act making levy of any tax compul¬ 
sory,~nor is any maximum limit envisaged. The work¬ 
ings of the relevant section are such that it appears that 
the legislature did not desire the Boards to levy a 
permissible tax under the same restrictions as regards 
maximum or minimum limits as are placed on a munici¬ 
pality must have been empowered to levy that tax. 
Responsibility of the assessment in the Cantonment 
Boards has been laid on the Boards themselves though 
the Assessment Committee which hears any appeals or 
objections against the assessment need not be composed 
of any members of the Board. This section therefore 
does to a certain extent ensure independence. Yet this 
Committee is not a scrutinising agency. No statutory 
conditions as regards standard of collection are laid down, 
but the Inspecting Officers of the Cantonments insist 
upon a very high percentage of collection and the con¬ 
trolling authorities view very seriously any slackness on 
the part of the Board in that respect. 

Question 196.—Not very important. 

Question 197.—Though the C. A. 1924 (Section 117 
(j» permits the Boards to contract or subsidise 
tramways and other means of locomotion and electric 
lighting and electric power works, yet no Cantonment 
Board, as far as is known, has so far financed any such 
enterprise—primarily because the Cantonments are much 
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smaller in size than most o£ the neighbouring cities 
where municipalities have these services and the Canton¬ 
ment depends upon these, commercial undertakings of 
any other description by the Cantonment Boards is not 
permissible under the Act. Rents from lands, property 
and sale produce from lands, fees from medical institu¬ 
tions and slaughter houses is very small. It will there¬ 
fore be seen that proportion born by the tax-revenues 
to non-tax revenue other than grants-in-aid is very very 
high. Only -two types of grants-in-aid, normal and spe¬ 
cial are permitted by the Central Government to Canton¬ 
ment Boards. Normal grants-in-aid, are only to balance 
the deficit budget. Special grants-in-aid are non-recurr¬ 
ing in nature and are for a specific purpose and are 
normally made to no other Cantonment excepting those 
which are getting an ordinary grant-in-aid. Incidence of 
grants-in-aid to Cantonment Boards is therefore very 
insignificant. Very low if any grants-in-aid for educa¬ 
tional or medical institutions are made to the Boards 
by the State Governments. 

Question 198.—No comments. 

Question 199.—A combination of (i) and (ii) is prefer¬ 
red whereas a few more powers of taxation may be con¬ 
ferred on the local bodies, these should also share a 
proportion of the tax collected by the State. The local 
bodies however in the later case should not exercise 
any responsibility in respect of such taxes. Basis of 
assessment of taxes imposed by the States are quite 
complicated in certain cases and efficient machinery for 
such purpose is required. If the local body is to share 
a proportion only on the condition of its talking some 
additional responsibility in the way of assessment or 
collection the benefit that it will have in the way of 
extra revenues is likely to nullified by a corresponding or 
probably heavier expenditure on the machinery for asses¬ 
sing or collection of the tax or taxes. Grants-in-aid 
should be given as a last resort and in very very ex¬ 
ceptional case. It is felt that for the additional powers 
of taxation the following powers should be vested In 
the local bodies: — 

(i) Taxes on advertisements published otherwise 

than in newspapers (item No. 55 of the State 

list). 

(ii) Taxes on consumption or sale of electricity (item 

No. 53 of the State list). 

(iii) Taxes on entertainments including amusements 

(item No. 62 of the State list). 

The local bodies should have a proportionate share 
in the following taxes: — 

(i) Taxes on vehicles mechanically propelled 

(item No. 57 of the State list). 

(ii) If for any reason item No. 62 of the State list 

cannot be transferred to the local bodies then 

should have a proportionate share in it. 

Question 200.—No doubt it is contended that there 
is multiple taxation of the same source of income. The 
taxes are collected and revenues spent for the com¬ 
munity as a whole and not for classes in the community. 
Burden of taxes should be borne only by those who are 
capable of paying it. Taxes have also a levelling up 
effect in the society. It would be no use levying taxes 
on the strata of population who are unable to pay. 
Though some people do prefer a unitary taxation of pro¬ 
perty/income instead of by the Centre/State and the 
local bodies and the three constituents sharing it pro¬ 
portionately, such a course is not recommended because 
receiving monies without power to impose/collect it, is 
liable to make the constituent executives, irresponsible 
towards expenditure. 

Question 201.—As far as Cantonment Boards are con¬ 
cerned, annual rental value of the building is considered 
to be the most suitable basis of assessment. The views 
of the local Finance Enquiry Committee in this respect 
are endorsed. In case of the property for which due to 
the very nature of it rental value cannot be determined, 
the provision made in Section 64(a) of the Cantonment 
Act, 1924, viz.. Annual value means in the case of Rail¬ 
way Stations, hotels, colleges, schools, hospitals, factories 
and any other building which a Board decides to assess 
under this clause, one-twentieth of the sum obtained by 
adding the estimated present cost of erecting the build¬ 
ing to the estimated value of land appertaining thereto, 
seems to be very equitable. It will be seen that it does 
not insist upon exact cost of construction but only 
estimated determination of which is not so complicated. 
Also it does not take into consideration the machinery 
and fittings the valuation of which is intricate. Again 
with the appreciation or depreciation of the prices, the 
Annual Value fluctuates and therefore economic forces 
have a full play in the determination of the annual value 


Question 202.—Urban immoveable property tax 
should be left for exploitation only by the local bodies 
and State should not impose it at all. As has been 
suggested earlier the local bodies should be given 
absolute powers within certain limits to impose a tax. 
When grants-in-aid are withheld and the local body has 
full powers to levy a tax, there can be no occasion for 
its not imposing the property tax or raising it when it is 
low as increase in demand tor more and more funds will 
leave the local body no other alternative. r 

Question 203.—General property tax should be a 
particular percentage of the annual rental value. No 
reduction as is allowed from the annual value should be 
permitted. Ail property should be assessed to general 
property tax and no statutory exemption should be pro¬ 
vided from it for proportion below a particular level of 
rental value. As however is provided for the Section 100 
of the Cantonment Act, 1924 local bodies should be 
vested with power to exempt any poor person from pay¬ 
ment of a tax for a period not exceeding one year at a 
time. Properties of owner-residents should however 
differently treated and burden of general tax Should be 
a little lower on them. As regards charitable, educa¬ 
tional trusts, etc., all such properties are exempt from 
the payment of a tax on property under Section 99 of 
the Cantonment Act, 1924. There should however be 
drawn a line in this respect. As laid down in the 
Cantonment Act, 1924 (See section 99 (2a)) only those 
portions of property of worship which is actually so used 
or set apart should be exempted. 

Exemption for the first years to promote house¬ 
building is not recommended. The only tax on property 
which is on the owner is the general tax which is very 
low. All other taxes on property are payable by the 
occupier. Two or three years general tax on property 
has a very insignificant effect on the total cost of con¬ 
struction of a house, and is therefore not likely to be a 
detorrent. As the municipal services have to be kept 
engaged, there is no justification for any remission for 
vacancy. If at all it is to be given it should not be more 
than half of the due taxes. It should not be given for 
a period of less than 90 consecutive days. The period 
should be counted not earlier than 15 days from the date 
of receipt of notice of vacation in the local body. 

Question 204.—No possession of bigger property does 
not always signify the capacity to pay huge taxes as in 
the case of a poor man inheriting a palatial house. He 
will probably not dispose it off due to sentimental reasons 
but will not also be able to pay the progressive taxes 
if in vogue. 

Question 206.—-In the Cantonments the machinery of 
assessments is the Board itself and the appeal/objection 
against the value of assessment lies with on Assessment 
Committee u/s. 68 of the Cantonment Act, 1924. To 
this committee even outsiders can be appointed. Yet 
as the valuation is to be done by the Board staff who are 
always local residents in some cases they are amenable 
to influence and the possibility of the property being 
undervalued is not ruled out. Powers u/s. 71 of the 
Act have been given to the Board to enhance the valua¬ 
tion when it is undervalued due to fraud, accident or 
mistake. This power has however never generally been 
used by the Board. It is recommended that there should 
be an independent body to value the property. Though 
Executive Officers have been appointed to the various 
boards they have no specific duties in this respect given 
to them as the Executive Officers of municipalities in 
the Punjab and the Executive Officers Act have been 
given. Sufficient powers in the way of enforcement of 
collection have been vested in the Chief Executive Officer 
under the Act. It is felt that in the Cantonment Boards 
Chief Executive Officer who is a Central Government 
servant should be empowered to assess the value and 
the appeal against this valuation should be with the 
District Magistrate. 

Question 207.—No remarks to offer. 

Question 208.—Not applicable to Cantonment Boards. 

Question 209.—No comments. 

Question 210.—No. In Cantonments where property 
is comparatively less than in the cities octroi or terminal 
tax plays a very important part in this revenues. In 
fact this is the major source of income. Another factor, 
which is very much in favour is the indirect taxation. 
As has been pointed out earlier direct taxation is not 
liked and there is always opposition to such levies the. 
result being that the local bodies in certain have not 
used their power of taxation to the fullest and the 
functions to be carried out by them have not been carried 
out efficiently. 
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Question 211.— If possible a uniform schedule of rates 
and items on which it should be levied, should be framed 
on an all India basis. 

Question 212.—No comments. 

Question 213.—It should be a combination of both. 

Question 214.—Yes. 

Question 215.—No comments. 

Question 216.—This sources is not likely to a very 
significant one for local taxation. In most of the places 
where T. T. has not been levied, octros is already in 
force. 

Question 217.—N. A. 

Question 218.—No comments 


Question 219.—(a) Answer to this question has al¬ 
ready been given in answer to Question No. 

(b) It is a suitable source of local taxation, where 
neither the T. T. nor octros is in force. 

Question 220. —Recommendation of the Local Finance 
Committee to raise the constitutional limit of Rs. 250 to 
Rs. 1,000 is agreed to. Professional tax is a most suit¬ 
able firm of tax for the local bodies or it should be fully 
exploited by them. Levy however as already explained 
earlier should not be compulsory. 

Question 221. —This is also a suitable source of in¬ 
come in the local bodies, but it is understood it has been 
declared illegal by the Bombay High Court in the case 
of Poona and Kirkee Cantonment. 

Questions 222 to 228.—No comments. 
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Replies of the District Board, Banda, tothe Questionnaire of the Taxation 

Enquiry Commission. 


These replies are with reference to District Board 
and Gaon Panchayat taxes in Uttar Pradesh. 

Question 185.—The answer to the first part is in the 
negative. 

The major defects are : 

(1) Inadequate tax resources. 

(2) Statutory restrictions as to the levy of rates 

of the taxes, 

(3) Restrictions and delatory procedure as regards 

imposition and alteration of the taxes. 

(4) Overlapping tax resources of the District 

Boards and Gaon Panchayats. 

(5) Absence of inducement for the local bodies, or 

of effective power of the State Government, 
to enhance the taxes according to require¬ 
ments. 

(6) Lack of effective external supervision and 

guidance as regards valuation and assess¬ 
ment of certain taxes. 

(7) Poor collection due partly to the lack of exter¬ 

nal supervision. 


could levy or alter these two taxes, their power was 
subject to several restrictions; and the whole pro¬ 
cedure, from the framing of the preliminary proposals 
to the actual imposition or alteration of the tax was sc 
lengthy that the Boards could not arrange to plan Jtheii 
tax revenue according to their needs, withirfa financial 
year. 


In ruraj areas in this country, there is practically 
nothing except agricultural land from which any sub¬ 
stantial revenue can be raised by means of taxation, 
land tax which constitutes the chief source of revenue 
of rural local bodies in other countries, is largely appro¬ 
priated here by the State Government in the form of 
land revenue and the District Boards and Gaon Pan¬ 
chayats get only a small fraction of it by way of a sur¬ 
charge. 


The District Boards and Gaon Panchayats have over¬ 
lapping taxes, e.g., the local rate of District Boards 
overlaps the tax on rent of Gaon Panchayats and the 
District Board tax on circumstances and property over¬ 
laps the trades and professions tax of the Gaon Pan¬ 
chayats. 


Defects (1) to (4) are related mainly to the frame¬ 
work constitutional, legal, etc.; (7) to the actual opera¬ 
tion of the system ; and (5) and (6) to both. 

This is illustrated by the position in this State, 
which is briefly as follows :— 


District Boards. 

Until recently, the District Boards could levy only 
two taxies, viz. (1) a local rate, and (2) a tax on cir¬ 
cumstances and property. 

The local rate was in the nature of a surcharge on 
the State land revenue, and on the basis of valuation 
for the land revenue assessment, it was collected by 
the land, revenue staff and credited to the accounts of 
the boards concerned. The rate of the levy was fixed 
by statute at 92 per cent, on the annual value of agri¬ 
cultural land in temporarily settled areas, and 3A—9P 
per acre of cultivated land in areas subject to the 
Banaras Permanent Settlement Regulations of 1795. 
The local rate was payable by the Zamindar, but he 
was authorised to recover one-sixth of the amount 
from the tenant. 

With the abolition of zamindari, under the U. P. 
Zamindari Abolition and Land Reforms Act, 1951, the 
position of the local rate has altogether changed. It 
has no more remained a tax, but the State Government 
has decided to reimburse the district boards to the 
extent the local rate was payable to them on June 30, 
1949. 


The State land revenue being already pitched high 
and almost all available productive taxes leviable in 
rural areas (e.g., Agricultural income-tax, duty on 
succession to agricultural land, stamp duties, tax on the 
sale of goods, etc.) having been appropriated by the 
State Government the subjects and scope for local taxa¬ 
tion in rural areas are reduced to almost nil. 

The real rooi of this unsatisfactory position lies in 
the tax structure. The Constitution divides the sources 
of revenue between the Union and the States ; and the 
local bodies have not been given any sources separate 
from what has been assigned to the states. With its 
sources of revenue defined and its large and growing 
responsibilities, the State Government has appropriated 
to itself almost all the productive taxes and seeks when¬ 
ever possible, to resort to every possible new tax. 
Therefore, the scope for local taxation remains naturally 
restricted; and, as subordinate authorities, the local 
bodies have to accept what can be spared for them 
after the needs of the State Government have been met. 

On their part the District Boards too have in the 
past failed to make full use of their powers of taxation. 
For instance, before the last war the local rate was 
being generally levied at the rate of 5 per cent, on the 
annual value of the estate in temporarily settled areas 
and at As. 2 per acre in areas subject to the Banaras 
Permanent Settlement Regulations of 1795. The law 
permitted increase in the rate upto 6£ per cent, and 
As. 2-6 per acre respectively. But the Boards failed to 
take advantage of it and even during the War only 16 
out of 48 Boards effected varying increases within these 
limits. 


The local rate, when available as a tax, was assessed 
and collected by the Revenue Authorities, on behalf of 
the District Boards, along with the state land revenue. 


The tax on circumstances and property is levied by 
29 District Boards only. Other Boards cannot levy it 
until section 108 (b) of the U. P. District Boards Act, 
1922 has been amended. This section permits a status 
■quo in respect of this tax to be maintained in place 
where it was being already levied at the time of enforce¬ 
ment of the Government of India Act, 1935. 


The maximum rate of the tax, allowed under section 
114 of the District Boards Act, is 4 pies per rupee of the 
total taxable income. Agricultural income is altogether 
exempt from this tax as also other income below Rs. 200 
per annum. The maximum amount leviable per head 
is fixed at Rs. 2,000 per annum. 


The tax on circumstances and property is assessed 
and collected by the Boards themselves with such limited 
knowledge and ability as they have at their disposal. 
There is no superior guidance and supervision in this 
respect. In some boards the duty of assessment is per¬ 
formed by the local tahsil committees consisting of the 
members of the Board, while in others a separate tax 
officer is appointed for the purpose. Objections to 
assessments are also heard and decided by the tahsil 
committee or the tax officer, as the case may be. The 
final appeal against an assessment lies to the District 
Magistrate or such other officer as may be appointed by 
the State Government for the purpose. 


Article 276 of the Constitution of India also permits 
status quo to be maintained, in respect of this tax, in 
such local bodies as were actually levying it in the 
financial year immediately preceding the commencement 
of the Constitution, until provision to the contrary is 
made by Parliament by law ; but in other cases the levy 
of the tax on any single person in a year is subject to a 
maximum amount of Rs. 250. 

A reference to sections 115 to 121 of the District 
Boards Act would show that even when the Boards 


It is obvious that those who are dependent on the 
suffrage of persons whom they assess can hardly 
succeed in making fair and fearless assessment, and, for 
that matter, even the Boards’ officials cannot be expected 
to do this work with impartiality. 


The fact that there is poor collection of this tax will 
be supported by the fact that in 1949-50 about 65 per 
cent, of the total demand remained in arrears. The cost 
of collection amounts to about 28 per cent, of the 
income. 
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Gaon Panchayats. 

The Gaon Panchayats are authorised to levy the 
following taxes: — 

(1) a tax on agricultural land rent, not exceeding 

one anna in a rupee payable by persons in 
cultivatory possession of the land, 

(2) a tax on agricultural land rent received by a 

proprietor or under proprietor, not exceeding 
six pies in a rupee payable by the proprietor 
or under proprietor of the land, 

(3) a tax on the assumed rental value of sir and 

Khudkasht at a rate not exceeding one anna 
in a rupee, payable by the proprietor of the 
Sir land. 

(4) a tax on trades, callings and professions, not 

exceeding Rs. 250 per annum, at a rate not 
exceeding one anna in a rupee, provided the 
income is not less than Rs. 500 per annum. 

(51 A tax on buildings owned by persons who do 
not pay any of the above-mentioned taxes at 
a rate not exceeding 5 per cent, of the rental 
value. 

It is however, laid down that taxes (1) (2) and (3) 
must be imposed simultaneously and that the rates of 
these taxes must, bear to one another the same rates 
as the maximum rates prescribed. 

With the abolition of zamindari the tax on proprie¬ 
tors and under proprietors has become inoperative, 
while, due to reduction of rents by 50 per cent, where 
Bhumdhari rights have been acquired, the yield from 
the tax payable by persons in cultivatory possession of 
agricultural land should have been halved. The tax on 
trades and professions and the tax on buildings are, 
indeed, not capable of producing any substantial revenue. 

In the beginning the Gaon Panchayats were reluctant 
to make any enhancement of their taxes despite the 
existence of a permissible margin ; but due probably to 
the stimulation provided by official supervision and 
guidance a large number of Panchayats have now 
enhanced their levies. 

The taxes are assessed by the Gaon Panchayats but 
the assessments are subject to approval by the District 
Panchayat Officer, who as also the District Magistrate 
have the power to reject or modify the assessments made 
by the Gaon Panchayat. 

Until recently the Panchayats themselves were respon¬ 
sible for collecting their taxes, but they could not do 
the work satisfactorily and it was found that in Septem¬ 
ber, 1953, the arrears on account of their taxes for the 
preceding four years had accumulated to about Rs. 2} 
crores. Arrangements have, therefore, had to be made 
for the appointment of separate official tax collectors. 


(vii) A tax on agricultural income assessed accord¬ 
ing to the value of agricultural produce, with 
suitable provision for exemption where the 
produce is valued at less than the amount 
prescribed. 

(viii) A tax on passengers travelling by buses or 
lorries. 

(ix) A tax on goods carried by automobile public 
carriers at the rates which may be prescribed. 

Gaon Panchayats. 

In the rural areas the District Board should be the 
principal tax-levying local body and the Gaon Panchayats 
should rely mainly on voluntary money contribution, 
from manual labour, a tax on buildings, a small tax on 
trades and professions and a share out of the proceeds 
of the District Board taxes raised in their respective 
areas The Gaon Panchayats should be required to 
collect certain taxes on behalf of the District Board. 

(4) For the actual levy of the taxes there should be 
statutory minimum rates in the case of District Boards 
and statutory maximum rates in the case of Gaon Pan¬ 
chayats ; and subject to these limits a local body should 
be allowed the freedom to determine the rates of each 
tax, according to its requirements, at the time of ore- 
paring its annual budget. 

(5) Operational difficulties in the case of the tax on 
circumstances and property should be minimised, as far 
as possible, e.g., by providing for at the source deduc¬ 
tion of the tax from salaries. 

(6) The statutory requirements of obtaining the nre- 
vious sanction of the State Government or prescribed 
authority for imposing or altering a permissive tax and 
of following the delatory procedure, as prescribed in 
this behalf, tend to reduce the elasticity of the tax 
system. The right of information and power to modify 
palter* ta *; already vested in the State Government, 
should be relied upon as adequate safeguards against 
excessive taxation by the local bodies. 

(7) When a local body fails to make adequate use 
of its powers of taxation, it should receive proper advice 

“ necessary a warning from the State Government, 
u £ th f default still continues, the State Government 
should refuse or reduce its grants to the local body. To 
deal with the worst cases the State Government should 
have the reserve power to impose or alter a tax itself. 

The agency of assessment and collection of the 
proposed District Board taxes should be as follows :— 


Name of Tax. 
(i) Local rate 


Agency for 
assessment. 


Agency for 
collection. 


Land Revenue Land Rev. Depart- 
Department. ment. 


The following suggestions are put forward:— 

(1) A definite decision should be made about the 

■ role of the State Government, the District 

Boards and the Gaon Panchayats in the task 
of national reconstruction and resources com¬ 
mensurate with their respective responsibili¬ 
ties and needs should be assigned to them 
either by amending the Constitution, if neces¬ 
sary, or by establishing spme convention 
whereby certain specific resources, commen¬ 
surable with their requirements, would be 
available for these local bodies and which 
the State Government would not appropriate 
for its own use. 

(2) A small number of productive and elastic taxes 

are preferable to a large number of imposts 
with poor yields. 

(3) The following additional tax resources are 

suggested for the District Boards and Gaon 
Panchayats:— 

District Boards 

(i) A Local rate 

(ii) A tax on bullock carts. 

(iii) A tax on pack animals 

(iv) A tax on circumstances and property in ah 

the districts. 


(ii) Tax on bullock oarts Gaon Panohayats. Gaon Panchayats. 

(iii) Tax on pack animal — do — _do_ 

(iv) Tax on circums- — do — Gaon Panchayats & 

tances of property. Distt. Boards. 

(v) Tax on mineral Land Rev. Deptt. District Boards. 

rights. 

(vi) Tax on transfer of — do — Land Rev. Deptt. 

property. 

Gaon Panohayate & 

(vn) Tax on agricultural — do — District Boards, 

income. 

(viii) Tax on goods and Distt. Boards and District Boards and 
passengers. the State Trans- the State Trans¬ 

port Depart- port Department, 
ment. 

(9) Where the percentage of collection to total 
demand on account of a tax falls below a certain level 
the State Government should immediately investigate 
the reasons, and, if the arrears are found to be due to 
slackness or inefficiency of the local body, a reduction 
should be made in the Government grant payable to the 
local body. 

Question 186.—The answer to the first part is in the 
negative. The later part does not relate to rural local 
bodies. 


(v) A tax on mineral rights (stone, gravel, Kankar, 

morrum, sand, etc.) 

(vi) A tax on transfer of property. 


Question 187.—If a tax is satisfactory according to 
the recognized canons of taxation and if the subject on 
which it falls imposes some burden on the local body or 
if its incidence and benefits are, as far as possible, 



limited to the local area, it should be regarded as suit¬ 
able for local taxation. 

The considerations relevant for the assessment of 
suitability are : 

(a) in the case of a tax of District Boards— 

(i) It should maintain an even balance between 

different sections of the local population, e.g., 
agricultural and non-agricultural. 

(ii) It should be simple and economical to adminis¬ 

ter. 

(b) In the case of a tax of Gaon Panchayats— 

(i) Its incidence and benefits should be confined 
to the local area. 

(ii) It should impose, as far as possible, equal 
burden on agricultural and non-agricultural 
sections of the local population. 

Question 188. —As already mentioned in the reply to 
Question 185. the powers of taxation conferred on the 
District Boards are extremely limited which naturally 
leads to the conclusion that the devolution of tax power 
in the case of these bodies has been most hesitant and 
halting. 

Question 189. —Yes. 

The taxes suitable for the District Boards are : 

(i) Taxes on bullock carts and other vehicles 
which are not propelled mechanically. 

(il) Taxes on animals and boats. 

(iii) Taxes an agricultural income. 

(iv) Stamp duties, or a share out of their proceeds. 

(v) A share out of the proceeds of the State Tax 

on motor vehicles. 

(vi) Additional Local Rate. 

(vii) Enhancement of the tax on circumstances and 

property and its application to the areas 
where it is not levied. 

(viii) Estate duties in respect of agricultural land. 

(ix) Taxes on mineral rights. 

(x) Taxes on Sale and purchase of goods, or a por¬ 

tion out of the proceeds of the State Sales 
Tax. 

(xi) Taxes on passengers carried by public buses 

and lorries and on goods transported by 
automobile public carriers. 

Question 190. —Not in so far as the District Boards 
are concerned. 

Question 191.— Yes, please refer to section 115 to 121 
of the U. P. District Boards Act, 1922. 

The specific sanction of the State Government or 
prescribed authority is invariably required for the 
imposition or alteration of a permissive tax. The whole 
procedure is very delatory. Some of the stages of the 
procedure, as laid down in sections 115 to 121 of the 
U. P. District Boards Act, are mentioned as follows :— 

(1) Framing of preliminary proposals by the Board 

by means of a special resolution. 

(2) Preparation by the Board of draft rules regard¬ 

ing assessment, collection, etc. of the tax. 

(3) Publication of the preliminary proposals for 

information and objections. 

(4) Resolution by the Board "on each individual 

objection. 

(5) Modification of the preliminary proposals by the 

Board by special resolution in the light of 
the objections received. 

(6) Fresh publication of the modified proposals for 

information and objections. 

(7) Fresh consideration of the objections and resolu¬ 

tion by the Board on each objection. 

(8) Finalization of the proposals. 

(9) Submission to the prescribed authority of the 

preliminary, modified and final proposals 
together with all objections and orders of the 
Board on each objections. 

(10) Submission of the above by the prescribed 
authority to the State Government. 


(11) Orders of the State Government sanctioning, 

modifying or rejecting the final proposals. 

(12) Framing of rules by the State Government after 

considering the draft rules submitted by the 

Board. 

(13) Forwarding of the rules by the State Govern¬ 

ment to the Board. 

(14) Special resolution by the Board fij^ng a date, 

at least six weeks in advance, for the imposi¬ 
tion of the tax. 

(15) Submission of the above resolution to the 

State Government. 

(16) Notification by the State Government in the 

official gazette for the impsition of the tax 

as from the date appointed by the Board. 

Question 192.—Yes, that is so. The limited number 
of taxes available to the District Boards already men¬ 
tioned in the reply to Question 185, will illustrate t his 
point. In the case of the Gaon Panchayats there are 
taxes (e.g., taxes on rent of agricultural land) that are 
msuitable for them. 

Question 193.—(o) It does not take sufficient account 
of the extent to which powers may be transferred to 
decide whether or not to levy the tax, or to decide the 
rate of the levy. 

(b) No, with the exception of (ii), other conditions 
are not attached to the said powers. 

(c) It is not possible to comment in this behalf. 

Question 194.—Yes. 

Prior to the abolition of zamindari the incidence of 
the State Land Revenue, the District Board local rate, 
and the Gaon Panchayat Taxes on rent fell ultimately 
on the rent of agricultural land and, therefore, any 
further extension of tax powers of these local bodies was 
not possible. 

With the abolition of zamindari the District Board 
local rate and the Goan Panchayat tax on rent payable 
by proprietors and under proprietors of agricultural 
land have become inoperative, while, due to reduction 
of rents by 50 per cent, where bhumdhari rights have 
been acquired, the yield from the Gaon Panchayat tax 
on rent payable by persons in cultivatory possession of 
agricultural land should have been halved. 

The obvious disadvantage is that, as subordinate 
authorities, the local bodies have to content themselves 
with what can be spared for them after the needs of the 
State Government have been met. 

Question 195.—Not in so far as the District Boards 
are concerned. 

Question 196.—There is need for more tax powers for 
the District Boards. The additional tax resources suit¬ 
able for these bodies have already been mentioned in 
the reply to Questions 185 and 189, while the resouroes 
which should be made available to the Gaon Panchayats 
have also been mentioned. 

Question 197.—It is difficult to make any comments 
in this connection about the Gaon Panchayats which are 
yet to be regarded in their infancy. 

The District Boards depend on grants from the 
State Government to the extent of about 53 per cent, 
of their ordinary income, their non-tax revenues other 
than grants account for only 21 per cent. They, there¬ 
fore, enjoy only nominal powers of taxation. In rural 
areas agricultural land constitutes the main subject of 
taxation on which the State Government is already 
making a substantial levy in the form of land revenue, 
and any proposal for increase in local taxation agricul¬ 
tural land is likely to be disfavoured and misunderstood 
as an encroachment on the benefits conferred by the 
recent land reforms. The prospect of vesting any sub¬ 
stantial tax powers in the District Boards do not, there¬ 
fore, appear to be very bright. 

Question 198.—Not in the case of the District Boards. 
This question does not arise in view of the above. 

Question 199.—All the three methods should be used. 

The reasons are: 

(i) For additional powers of taxation— 

The existing powers of taxation being almost nominal 
in the case of the District Boards, there is an almost 
complete lack of local financial responsibility of these 



bodies for their acts of omission and commission. With¬ 
out local financial responsibility local self government 
becomes illusory and bad-self government. Taxes which 
should be made available to the District Boards are 
mentioned in the reply to Questions 185 and 189. 

(ii) For assignment of a portion of State taxes— 

Certain taxes which are local in character but the 
incidence o£ which often transgress the local boundaries 
should, it would seem, be administered by the Central 
or the State Government and a portion out of the pro¬ 
ceeds cellected within the area of a local body 
should be transferred to it. 

The following taxes are mentioned by way of 
Instance:— 

(a) Taxes on agricultural income. 

(b) Stamp duties. 

(c) Motor Tax. 

(d) Taxes on sale and purchase of goods. 

(e) Taxes on entertainments, amusements, betting 

and gambling. 

(f) Cane cess ; and (g*) Excise on sugar. 

These taxes should be levied, assessed and collected 
by the State Government and a portion of the proceeds 
collected within the area of a local body should be 
transferred to it. The assessment and collection of 
these taxes by the local bodies is likely to affect 
uniformity of incidence and to 1 result in unnecessary 
duplication of staff. 

(iii) For grants-in-aid— 

Even if the local bodies are allowed some additional 
powers of taxation, it is doubtful that they would be 
able to meet their full requirements from these resources. 
In any case, they would depend on financial assistance 
from the State Government. Grants-in-aid therefore, 
have an assured place in the financial system of the 
District Boards. 

Besides affording financial relief to the local bodies, 
grants-in-aid can be utilized as a logical mean between 
the extremes of centralization and decentralization. 

Under modern conditions, there is a growing integra¬ 
tion of life. Services like education, public health, and 
communication, which were regarded as purely local in 
the past, have a much broader base now. In respect of 
these functions, the local bodies cannot be left entirely 
to themselves. On the contrary, it is essential that 
Important schemes of social betterment should be con¬ 
ceived on State basis and executed locally ; that con¬ 
ditions should be assured for their effective administra¬ 
tion ; and that limitations of local resources should not 
be allowed to determine the level of their attainment 
In any local area. 

The inequalities of local means are primarily due to 
the exigencies of the economic system. The disparity 
would remain even if the local resources were developed 
to the utmost. The object, therefore, should be to 
equalise the opportunities by levelling up local resources 
according to the means and needs of each individual 
local body. This can be done through the device of 
grant-in-aid. 

Question 200.—Does not relate to rural local bodies. 

Question 201.—-The existing basis of valuation of 
agricultural land for the assessment of land revenue has 
been working satisfactorily and the same should con¬ 
tinue. The local rate of the District Boards and the 
taxes on rent of the Gaon Panchayats are based on the 
rent of agricultural land. 

The District Boards do not levy any tax on non- 
agricultural land or on buildings. A tax on buildings is 
leviable by the Gaon Panchayats, and the rate of the 
levy is subject to the maximum permissible rate of 
5 per cent, on the annual rental value of the building. 

As houses are not generally let out on rent in rural 
areas, it is not possible to determine properly the market 
rent and the annual rental value. The adoption of 
capital value as the basis of assessment might give more 
satisfactory results. 

Questions 202 and 203.—Do not relate to rural local 
bodies. 

Question 204.—Much can be said in favour of pro¬ 
gressive taxation. The strongest argument for it is that 
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it operates less severely on the poor whose capacity to 
pay is comparatively smaller. 

The property tax can be made progressive by adopt¬ 
ing a slab system ; but the danger of adopting very steep 
scales of graduation should be avoided, otherwise the 
tax would become ineauitous for the rich. 

Question 205.—The Gaon Panchayats should con¬ 
tinue to levy a tax on buildings, as at present. 

Question 206.—Not in so far as the-Gaon Panchayats 
are concerned. 

Question 207.—Does not relate to rural local bodies. 

Question 208.—As already mentioned in the reply to 
Question 185, the local rate, which is another name for 
local fund cess, in this State (Uttar Pradesh), has ceased 
to operate as a tax of the District Boards, since the 
enforcement of the U. P. Zamindari Abolition and Land 
Reforms Act, 1951, but the State Government has agreed 
to re-imburse the Boards, on account of their loss of 
income from this tax, to the extent the local rate was 
payable to them on June 30. 1949. There is. however, 
no statutory provision to this effect and payment to the 
Boards is made in the form of compensatory grants- 
in-aid. 

However, according to the provisions of section 249 
of the U.P. Zamindari Abolition and Land Reforms Act, 
the Boards might impose, on account of cesses and local 
rate, any further amount. But this would be possible 
only after the District Boards’ Act has been amended. 

There is apparently a good case for a further levy 
of the local rate which, as explained before, is a sur¬ 
charge on the State Land Revenue. This land revenue 
is based on the rent of agricultural land. These rents 
were fixed at the time of the last rent and revenue 
settlement made several years before the last War 
when prices were very much lower than what they are 
now. Consequently, the cultivator’s capacity to pay is 
more now than it was then : and according to section 
252 of the U. P. Zamindari Abolition and Land Reforms 
Act the State Government is pledged not to undertake 
fresh settlement operations for the next 40 years. 

The system of local rate and how it operated prior 
to the abolition of zamindari has been explained in the 
reply to Question 185 The operation of the system 
could not, by any means, be regarded as satisfactory. 
The following suggestions are put forward :— 

There should be a statutory minimum rate ol 
levy. 

Subject to this limit, the Boards should have 
the freedom to alter and determine the rate 
of the levy from year to year, according to 
their needs, at the time of preparing the 
annual budget. 

The restrictions and the delatory procedure 
about alteration of the tax. as laid down in 
sections 115 to 121 of the District Boards’ 
Act, should be eliminated. The Boards 
should be required to inform the State 
Government about the rate which it is pro¬ 
posed to levy, before a specified period prior 
to actual imposition of the tax or the enforce¬ 
ment of the new rates. The State Govern¬ 
ment should have the reserve power to 
reject or modify the Board’s proposals. 

The system of valuation and collection should 
remain as at present, but the bills and 
receipts for payment should show separately 
the amount due on account of the land 
revenue and the amount due on account of 
the local rate. 

This has already been mentioned in the reply 
to Question 185. 

The income from the local rate is merged in 
the general revenues of the District Boards. 
There are no earmarked cesses in UJP. 

When the local rate was levied as District 
Board tax the suspensions and remissions 
of land revenues did not affect its collection 
because the local rate has been the first 
charge on collection. 

(a) No comments. 

(b) This has already been mentioned earlier fa 
the reply to this question. 

The Gaon Panchayats in this State are not empowered 
to levy a local fund cess (viz. cess on local revenue 


(a) 

(b) 

(c) 


(d> 

(i) 

(ii) 

(iii) 

(iv) 
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collected by the Revenue administration and handed 
over to local bodies). 

Questions 209 to 215.—Do not relate to rural local 
bodies. 

Question 216.—This entry should be utilized tor 
local taxation in the way suggested by the U. P. Local 
Bodies Grants-in-aid Comittee. (vide page 93, para. 7 o t 
their report), viz., the levy of a surcharge on Bus fairs 
at the rate of 0-0-1 and 0-0-9 per mile in the case of 
lower class and upper class passengers respectively, for 
the benefit of the District Boards and Municipal Boards. 
It might also be possible to levy a similar surcharge on 
the freights earned by automobile public carriers. 

Question 217.—Does not relate to rural local bodies. 

Question 218.—Toll tax is primitive and inequitous 
tax and unsuitable both for the local bodies and the 
State Government. 


(ii) It should be obligatory for the Gaon Panchayats 

to impose a tax on trades, callings and pro¬ 
fessions at a fixed rate which should be kept 
low. 

(iii) The tax also be obligatory for the District 

Boards and the rate of the levy should be so 
determined as to maintain, as far as possible, 
its incidence at perity with that of local tax 
on agricultural land. 

(iv) The Gaon Panchayats should be made respon¬ 

sible for preparing the assessment lists and 
for collecting their tax along with that of the 
District Boards. The District Boards need 
not maintain a separate staff for assessment 
and collection of this tax. 

Questions 221 to 223.—Do not relate to rural local 
bodies. 

Question 224.—No suggestions to make. 


Question 219.—(a) It has already been suggested 
earlier that the District Boards should be empowered to 
levy a tax on bullock carts and other vehicles which are 
not mechanically propelled, and a tax on animals and 
boats. They should also be paid a share out of the 
proceeds of motor tax realized by the State Government 
within their respective areas. 

(b) The District Boards are authorized to levy toll: 

(i) for the use of bridges (section 148 of the Dis¬ 

trict Board’s Act), 

(ii) on vehicles, pack animals or porters bringing 

goods for sale into a market established, 
maintained or managed by the Board (section 
149 of the District Boards’ Act), and 


Question 225.—The adoption of a common assess¬ 
ment and collection agency for different taxes in the 
rural area State as well as local, should no doubt, lead 
to economy and efficiency. It is wasteful to employ 
separate collection staff for the Gaon Panchayats, for 
certain departments of the State Government, and for 
the District Boards when these officials go to the same 
place and often to the same persons. If the State 
agency is utilised for collecting the local taxes, the State 
Government may charge from the local body a small 
percentage on the amount collected. If there is any real 
difflcultjr in this, arrangement should be made for pro¬ 
viding a common agency for the collection of District 
Board and Gaon Panchayat taxes. 

Question 226.—No comments. 


(iii) on public ferries entrusted to their management 
(sections 7 and 15 of the Northern India 
Ferries Act). 

Toll is not generally regarded as a desirable form of 
tax, particularly when it imposes burden without con¬ 
ferring any benefit on the tax payer, e.g., where local 
bodies at intermediate places levy toll on through traffic 
of goods and passengers. Similarly, a toll for the use 
of a bridge causes inconvenience to the traffic. How¬ 
ever, a toll levied by a local body for the use of a 
market established, maintained or managed by it is 
Justified if the local body provides some special service 
or services in the market. 

Question 220.—So far as the District Boards and 
Gaon Panchayats are concerned, the raising of the limit 
from Rs. 250 to Rs. 1,000 will not make very great 
difference with their present rates of the tax on cir¬ 
cumstances and property or on trades, professions and 
callings. Should these rates be increased, the raising 
of the limit on the tax on professions to Rs. 1,000 would 
be necessary as, otherwise, the tax would hit the poor 
harder than the rich. 


Question 227.—The tax resources of the District 
Boards should be supplemented by the following income 
which should belong to them. 

(a) Income from the management Hats and Bazars. 

(b) Income from the management of public and 

private ferries. 

(c) Income from pond fishery. 

(d) Cattle sale registration fees. 

(e) Income from fairs. 

,, Ooestlott 228.—It is the Gaon Panchayat, rather than 
the District Board or the State Government, that can 
more fully utilize the enormous latent man power in 
the rural areas. For considerable period in a year 
people in villages remain idle. 

People are more easily induced to work when they 
know that they would enjoy the fruits of their labour. 
It is the corporate feeling, which still survives in village 
communities, that really helps in making Shramdan for 
works of communal benefit and interest. 


A tax on professions trades and callings is not only 
desirable but essential for the rural local bodies because 
it helps to maintain a balance of tax burden between the 
agricultural and non-agricultural sections of the local 
population. As such, its wider adoption is justified. 
The following suggestions are put forward in this 
behalf:— 

(i) In the rural areas, where conditions for the 
levy of a roughly eauitable tax on personal 
income are more favourable, not only should 
the assessment be made with reference to 
that factor but this method of raising revenue 
should be more fully developed so as to 
remove, as far as possible, the disparity 
between the incidence of the local taxes on 
agricultural land and these on non-agricul- 
tural income. 


While there is urgent need for considerable economic 
and social development work in the rural areas, the 
resources that are available for carrying out such work 
are too meagre. With very Iqw per capita income, the 
tax payers capacity to pay in terms of money is 
extremely limited. There is, therefore, justification for 
making contribution of manual labour compulsory in 
the case of the Gaon Panchayats, but it should be 
leviable on families and provision should be made 
for making cash contribution in lieu of labour, and 
certain classes of individuals especially the women 
should be exempted from it. 

There is undoubtly very considerable scope and 
potentiality for free manual labour, and, therefore, 
option should be given between paying a tax in cash or 
contributing in manual labour. 


Replies of Village Panchayat, Peernagar (Dist. Meerut) to the Questionnaire of 

the Taxation Enquiry Commission. 


PART VI.—LOCAL TAXATION. 

185. The system of local taxation is defective.—The 
main defect in it is, that local taxes are levied on all, 
Irrespective of their economic standing. As there is in 
income-tax, persons upto a certain income level are not 
charged, so should be in local taxes. In the present 
hard times, people of medium standing find it extremely 
difficult to face the pavment of local taxes. Uttar 
Pradesh and Punjab can be cited as the cases where 


people now feel a very despiteful attitude towards these 
taxes 

Strict discipline and honesty is lacking on the par 
of the officers in the operation of system :—It is gener¬ 
ally seen that persons with a high income are declared 
tax-free, while those with a lower income have to pay 
their dues. Thus tax evasions are enjoyed by some 
important and influential persons which is both harm¬ 
ful and # unjust. It is not uncommon to find people in the 
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lower strata, forming the abounding majority of this 
country and whose voice can hardly fall into the dis¬ 
tant ears of authorities, greatly dissatisfied with the 
operational machinery of this system. 

To gain popularity for the local taxes the system 
needs overhauling. These taxes should be levied only 
above a certain limit as is the case in income-tax. 

186. To fhe extent of our knowledge of the constitu¬ 
tion, the defects cannot be easily traced. We agree with 
the recommendation of the Local Finance Inquiry Com¬ 
mittee that terminal taxes on goods or passengers 
carried by railway,- sea or air should be transferred from 
the Union List. India is so vast that it is rightly called 
sub-continent and its various states are as-big as the 
entire countries in the rest of the civilized world and if 
these are to become as important too, one of the ways 
to do so is to give a chance to the State for develop¬ 
ment which they can safely base on good finances pro¬ 
vided by these new taxes which will fall to their share. 

187. The question is not very clear in regard to the 
consideration for suitabilities as asked here. Village 
Panchayats being the smallest Unit, the taxes authorised 
to it would include those which fall in its scope. 

188. The framework is defective as it fails to ensure 
proper evolution. 

189. Village Panchayats can be given more powers 
of taxation out of the State List, it being the Unit of 
development administration. It is more suitable and 
useful to get it improve with the task of levying such 
taxes. 


in the present set up they need more grants-in-aid. In 
the alternatives all the three are impo.tant. The Pan¬ 
chayats need more taxation powers and more grants- 
in-aid. It is no use having dazzling a few cities and 
pitch dark villages that are abounding in this country. 

199. We agree with the view of placing the tavntfrn 
on Non-agricultural lands in a rational system. Annual 
rental value will be more reasonable and practicable. 

200. We would adopt annual rental value. We per¬ 
fectly agree with the recommendation, of Local Finance 
Inquiry committee but even in the case of the Municipal 
Committees rental value would give uniformity. 

202. We agree with the view of the Finance Enquiry 
Committee regarding the property tax. 

203. We recommend an exemption in rental value 
below a certain level. To encourage house building, 
exemption after a few years after construction is advis¬ 
able. Property of owner occupying should be valuad 
from time to time by a special body of experts appointed 
by the local body and the State. Educational and Co¬ 
operative Societies may be allowed tax free. 

204. Property tax should be progressive. 

205. Village Panchayat should also be given this 
power. 

206. Kachha cottages and hutments should be rent 
free. Properties of public utility should also be rent 
free. 

207. No comments. 


190. There are some taxes levied by one local body 
which is unsuitable for it. In the case of income both 
Distt. Boards as well as Village Panchayats levy this tax 
and hence it becomes a double tax. Panchayats are 
better suited for it. The taxes which are levied by 
Distt. Boards within the area of Village Panchayats 
should be transferred to the latter as they are more 
suitable. 

191. Devolution needs to be made prompt and 
flexible. In general cases authorisation would do, 
Instead of specific approval. 

192. (1) A tax which is unsuitable for one may be 
transferred to another suitable one. The legislative 
administration and regulation show inadequate appre¬ 
ciation of the distinction between the various categories. 
In the event of fairs and such other occasions, the Distt. 
Board levies taxes on the temporary shops on the roads 
such an income should fall to the due of village 
Panchayats. 


208. The system of cesses is quite satisfactory. For 
the rate there are no comments. If 20 per cent, in 
these local funds is made, it will not be objectionable. 

-.0.1. It will be feasible to combine the octroi add 
terminal taxes. For details of working it out the com¬ 
ments can’t be given. 

210. It is far better to replace the terminal tax by 
abolishing it. Sucharge on sales taxes may be levied by 
the local bodies. 

211. Nil. 

212. Nil. 

213. Both. 

214. Very little. 


(ii) Some Panchayats are more suitable for House 
,Tax while others for Income-tax and while still others 
for different ones. All of them are not suitable for one 
and the same type of tax. 

193. (a) (b) (c). Particular instances are not avail¬ 
able. 

194. Concurrent and overlapping powers are exercis¬ 
able by the State Government and in local bodies as in 
the case of Income-tax. Such a system is fraught with 
disadvantage like the overburden and the pessimistic 
outlook formed out of it on him who suffers from its 
incidence. 

195. (a) In our opinion there is defective co-ordina¬ 
tion between the local taxes and allied taxes levied by 
the State or Centre. Octroi rates differ from State to 
State and so do the rates in other taxes. Sale taxes are 
levied from the wholesaler right upto final retailer. 

(b) The taxpayer is unnecessarily burdened and 
harassed by the tax agencies, the defect needs urgent 
removal by proper co-ordination. 

196. None that could be mentioned. 

197. Nil. 

. 198. The local bodies need the receipt of grant-in-aid 
to finance their resources before further taxation. But 


215. Nil. 

216. Nil. Roads constructed by Local Boards should 
be utilized by them for taxation. 

217. Pilgrim tax should be widely adopted. 

218. It should be local body tax. 

219. (a) Local tax. (b) Local body tax. 

220. We agree with recommendations of the Finance 
Enquiry Committee that the limit of Rs. 250 be raised 
to Rs. 1,000 in profession tax. This should be levied 
by local bodies. 

221. Theatre tax is quite suitable. 

223. Nil Advertisement taxes may be considered. 

224. Nil. 

225. The collection of taxes by the local bodies should 
be backed by Governmental support otherwise th® 
collection of taxes becomes hard and impossible. 

226. No comments. 

227. Nil. 

228. No comments. 



West Bengal 

Replies of the Howrah Municipality to the Supplementary Questionnaire of the 

Taxation Enquiry Commission. 


MEMORANDUM ‘A’. 

1. Howrah Municipality having an area of 10-18 sq. 
miles with a population of 430,630 (1951) and a total 
income of Rs. 64,77,169 (31-3-1953) holds a peculiar posi¬ 
tion. Its constitution Election Franchise, municipal 
servants are governed by Bengal Municipal Act 1932 
and matters relating to powers, rights, duties, and func¬ 
tion are governed by the Calcutta Municipal Act 1923 
as extended to the Municipality of Howrah. 

There are 30 commissioners all elected from 10 con¬ 
stituencies. Each constituency sending 2 to 5 commis¬ 
sioners. The election is held every fourth year. The 
Chairman and in his absence the Vice-chairman presides 
gver the general and committee meetings. The powers 
under the Act all vest in the commissioners. The Chair¬ 
man is also the administrative head and the Vice-chair¬ 
man and other officers namely Secretary, Engineer, 
Health Officer, Collector, Assessor, Law and License 
Officer exercise delegated powers. The officers are inde¬ 
pendent of each other and have charge of more or more 
departments under them. They all place their notes be¬ 
fore the Chairman for orders when necessary. All 
general matters relating to policy and finance are also 
dealt with by the secretary. 

2. The sources of municipal income are always the 
same namely the Rates on holdings and License fees on 
Trades and Profession. These sources are also inelastic 
in nature and the income is to rise only in case of new 
holdings, trades or professions. The maximum rates in 
case of holdings has been fixed at 23 per cent, of the 
annual value of a holding and we have been charging 
21J per cent. The maximum rates as allowable under the 
Act are being charged in all cases of License fees. 

The expenditure has gone up 4 to 5 times since the 
World War No. II, almost under all heads. The price of 
essential commodities namely coal, alum, Asphalt, Road 
materials, conservancy stores, have gone up several times 
and inspite of spreading even double amounts necessary 
works cannot be attended to. Due to employees’ ever¬ 
growing demands on account of high cost of living pre¬ 
vailing in the country and Industrial Tribunals’ Awards 
the Establishment cost has also gone high. In view of the 
financial embarrassment and refusal of government to 
sanction loan no development project could be undertaken 
except one for augmentation of water supply. The city 
stands in an urgent need of opening new schools and 
parks, widening and improving roads, construction of 
quarters for conservancy majdoors and other employees, 
improvement of bustees but the same cannot be under¬ 
taken. The people have now become more conscious and 
claim barest amenities of a modern society. It is a pity 
and matter of shame that Howrah the second city of 
Bengal is still without a sewrage system and as in primi¬ 
tive days night soil is being carried on heads of human 
beings. 

3. (i) Revenue derived from Rates & Taxes 1952-53. 

Rates . 34,43,481 

Taxes . 4,14,693 38,58,174 

(ii) Share of revenue from specified taxes 

levied by govt. nil. 

(iii) Grants-in-aid from government 69,605 

M. V. Tax Fund for road repairing 

50,000 

For education purpose towards 

Health Officer’s pay 
Subvention towards D.A. 70,000 

(iv) Non-tax revenue 1952-53 2,080,332 

(from Rent, fines, services rendered 
etc.) 

Under special Act . . . 1,09,090 

From properties . ... 1,21,511 

Miscellaneous . . 2,39,636 

Extraordinary . . . 9,10 095 

Subvention .... 7,00,000 

20,80,332 

It will thus be apparent that the government do not 
pay a single farthing from any taxes collected by them 


except in case of M. V. Tax which was previously an in¬ 
come of the municipality under the Municipal Act, and 
the grant made by the government for education and 
health is also negligible. It may be noted that the muni¬ 
cipality do not run any commercial undertaking, trans¬ 
port or otherwise. 

The revenue from rates have gradually increased due 
to new construction and higher assessment. There is 
little prospect of deriving more income under the Rates 
and Taxes as land value has already begun to fall and 
due to trade depression there is no more new business. 
The other income are almost steady in nature. 

5. The law, as it stands, does not allow the local 
authorities to impose any new taxes and whenever any 
share of revenue from taxes levied and collected by 
government were demanded, the government said that 
it would amount to making subventions. The profes¬ 
sional taxes have been increased thrice during the last 
five years even in the teeth of public agitation but the 
constitution (article 276) lays a limit of professional 
taxation. The consolidated rates in view of higher valu¬ 
ation can not be increased further as the tax paying 
capacity of the rate payers have reached the maximum 
and more rates would mean oppression. Further there 
is only a margin of 1J per cent, and it is not financially 
proper to reach the maximum rates. We proposed a 
graduated rates as in Calcutta but the same has not 
been sanctioned by government for some legal diffi¬ 
culties. 

6. The tax resources already available under the exist¬ 
ing law have been utilised to the fullest possible extent 
under the prevailing circumstances and unless new 
sources of revenue made available and new legislation 
are enacted there is no chance of relieving the financial 
tightness of the municipalities. The State Government 
considers that all the items mentioned in List II of the 
Seventh Schedule to the Constitution except those al¬ 
ready available to local bcdies are meant tor the State 
Exchequer and they are loath to part with any item or 
any share of an item in aid of the local funds. This is 
possible only because the list does not specify any item 
for the benefit of local funds only. We are firmly of 
opinion that some of the items in the list such as 52 to 
62 should be earmarked as ‘ for the benefit of local 
funds ’. 

7. (i) As pointed out already the Chairman is the 
Administrative Head and the Collector and Assessor are 
in charge of the collection and Assessment Departments 
respectively under him. Under the Collector there are 
five collecting Inspectors each in charge of division and 
they supervise the working of 40 collecting sarkars in 
charge of 40 circles under them. The Assessor is assist¬ 
ed by two Assistant Assessors, one in charge of General 

' Revaluation and the other in charge of Intermediate 
Assessment, mutation, amalgamation and separation. 
Under each of the Assistant Assessors there are several 
Ward Surveyors, The Collector and Assessor have both 
a number of Clerks under them who work under the 
supervision of a Head Clerk. 

7. (ii) A ceiling has been fixed in case of Rates on 
holdings and as already stated we charge 21 j per cent, 
as against 23 per cent. The professional taxes have been 
specified according to certain classification. We may 
move the government for amendment of the different 
rates we have done so thrice in course of 6 years with 
the approval of government. A ceiling of Rs. 250 has 
however been fixed under the Constitution of India by 
article 276 and we cannot exceed the limit even in case 
of those who can bear higher taxation. The lower 
groups consist of middle class and lower middle class 
people with limited returns and we cannot raise the 
taxation as and when we may like. There are other 
license fees to which a maximum has been laid and in 
all such cases maximum has been levied. 

7. (iii) Assessment is revised every 5 years always 
with the idea of increasing the annual valuation and we 
have increased this. We revise the valuation of 2 wards 
each year so as to complete the valuation of 10 wards 
in 5 years. The increase in the demand would be appar¬ 
ent from the fact that in 1944-45 it was Rs. 21,03,892 and 
now it is Rs. 34,39,853. The incidence of the increase on 
the general rate-payers would be more as under the 
various restricting laws as Constitution of India, Calcutta 
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Port Act we cannot assess the valuation of the new pro¬ 
perties of the Central Government. Railways or increase 
the valuation of the properties belonging to Port Com¬ 
missioners, C. I. Trusts which constitute 23 per cent, of 
the holdings. In view of the Rent Control Act the valu¬ 
ation of the rented holdings do not also increase. The 
valuation of the land and building in each street is gene¬ 
rally fixed before an assessment is taken up and each 
house is valued according to that basis. If such valua¬ 
tion regarding a particular holding is objected to by the 
owner it goes to an Assessment Appeal Committee con¬ 
sisting of the commissioners appointed annually. The 
assessment is revised in consideration of special circum¬ 
stances. From the record it appears that the percent¬ 
age of increase after valuation is about 50 per cent, to 
80 per cent, and after appeal the same is 30 to 50 per 
cent. The collection of current rates during the last 
10 years never fall below 75 per cent, and it reached 
84-5 in 1948-49 and last year it was 76-5. This percent¬ 
age will be higher by 5 per cent, if the amounts under 
dispute with the government is deducted. 

In view of the general economic condition of the poor 
middle class family who form 90 per cent, of the general 
rate-payers the collection cannot be called bad. Accord¬ 
ingly the administrative efficiency of the collection and 


assessment department cannot be Questioned. We do 
not get any assistance from the State Government in 
assessing individual cases. On the other hand in case 
of properties belonging to the State Government there 
is enormous delay in getting necessary informations from 
them. The government also do not hesitate to put up 
objections to valuation arrived at on their own accept¬ 
ance in the Appeal Committee at the time when bills 
have been presented for payment and to claim a valua¬ 
tion lower than the value of the adjoining land as 
assessed. 

8. In our views there are not many cases of tax 
evasion or avoidance. As already said taxes get into 
arrears because the rate-payers have no capacity to pay. 
It should be appreciated that coercive measure is 
effective only in case where there is tax evasion or 
avoidance and not where the rate-payers cannot pay. 

9. The general policy of taxation in a local body and 
points of importance have been reviewed in the fore¬ 
going notes. The main point is that the Union Proper¬ 
ties should be made liable to pay all Rates and Taxes 
like a common man or the Government of India must 
pay grant equal to such amount as payable. 

10. The statement as desired is given below: — 


Appendix to Memorandum ‘A’ 


A .— General Information. 


1948-49 1949-50 1960-61 1951-62 1962-63 


1. Population—433,630 (1951 census). 

2. Total income from all sources 

3. Total income from rates and taxes 

4. Per capita incidence of total income 

6. Per capita incidence of income from taxes 


Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. Rs. A. P. 
53,76,322 0 0 48,08,349 0 0 55,27,800 0 0 62,90,161 0 0 64,37,169 0 0 

32,50,938 0 0 30,31,390 0 0 34,67,340 0 0 36,66,412 0 0 38,56,482 0 0 


1. Tax Revenue 

1. General property tax'! 21}% 
(tax on house and date 
lands). plus 


1}% consoli¬ 
dated rates 
plus }% for 


lands). I plus }% for j 

y Howrah ! 

2. Service taxes (water I Bridge. [ 

lighting, drainage, | I 

conservanoy, etc.). J J 

3. Looal fund cesses .... 

4. Octroi and Terminal taxes 

5. Toll ....... 

6 . Tax on goods and passengers carried by 

road or inland waterways. 

7. Taxes on vehioles, animals and boats 

8. Profession tax 

9. Theatre tax ..... 

10. Pilgrim tax. 

11. Town improvement and betterment tax 

12. Other taxes, oesses and rates 


j-29,07, 


B.— Details of Income. 


820 0 0 26,96,145 0 0 32,36,959 0 0 32,33,593 0 0 34,43,161 0 0 


1,646 0 0 1,093 0 0 659 0 0 

1,39,758 0 0 1,81,479 0 0 1,67,291 0 0 

1,687 0 0 ,1,977 0 0 1,869 0 0 


659 0 0 


402 0 0 466 0 0 

1,81,179 0 0 2,06,415 0 0 


1,830 0 0 


1,618 0 0 


II. Non-Tax Revenue 

1. Grants from Government— 

(o) Roads and buildings . . . 60,000 0 0 47,000 0 0 60,000 0 0 60,000 0 0 50,000 0 0 

(6) Education . . . 18,265 0 0 16,255 0 0 16,266 0 0 16,265 0 0 16,266 0 0 

(e) Medical and public health . . . 3,110 0 0 975 0 0 Nil 62,711 0 0 2,880 0 0 

(g) Other purposes (towards dearness 8,00,000 0 0 6,00,000 0 0 7,00,000 0 0 7,00,000 0 0 7,00,000 0 0 

allowance). 

2. Fees and fines, etc. 32,607 0 0 79,046 0 0 67,464 0 0 60,989 0 0 42,038 0 0 

g. Miscellaneous. 1,27,281 0 0 2,22,271 0 0 2,04,028 0 0 2,44,542 0 0 3,19,683 0 0 

C.— Details of Expenditure. 

1. Administration . . . . . 5,27,711 0 0 5,63,310 0 0 6,09,745 0 0 7,27,369 0 0 6,92,478 0 0 

2. 8ervice (water supply, drainage), conser- 28,01,304 0 0 25,88,039 0 0 26,57,926 0 0 27,22,324 0 0 28,27,478 0 0 

vancy lighting, etc. 

3. Medioal and publio-health . ... 2,85,626 0 0 2,79,924 0 0 3,08,174 0 0 3,87,803 0 0 3,45,296 0 0 

4,42,474 0 0 4,86,814 0 0 7,63,764 0 0 6,26,715 0 0 6,36,993 0 0 

4,26,242 0 0 2,16,107 0 0 3,19,702 0 0 6,53,179 0 0 3,85,576 0 0 

1,94,290 0,0 1,74,249 0 0 2,30,307 0 0 2,19.964 0 0 2,39,222 0 0. 


4 . Roads and buildings 
6. Miscellaneous (other than education) 
6, Education ..... 
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MEMORANDUM B\ 

Question 126. (ii)—These advertisements that may be 
displayed within the city should be taxed and to do this 
all advertisements should be forbidden unless the adver¬ 
tiser takes out a license on a payment of fees fcr the 
same. This will have the effect of stopping disfigure¬ 
ments of the building walls and undesirable obscure 
advertisements. We however think that the advertise¬ 
ment in newspapers should also be taxed in aid of local 
funds according to circulation in a local area. It may 
be levied by the Newspaper owners as a surcharge, on 
their charges and paid to the local bodies. 


ing damages to the roads. In the case of Howrah in 
view of the Terminal Station of the Railway all sorts of 
vehicular traffic passes through out the city to bring or 
take goods to all parts of the province. There is thus 
no reason why the Railways should not only pay the 
full rates of taxes but much more for the upkeep of the 
municipal roads. 


Questions 208 & 15a.—So far as our municipality is 
concerned no cess is available. I think a general ‘local 
fund cess may be lavied in a graduated scale on land 
revenue m aid of the Local Bodies. 


Question 200.—Local bodies taxation is not and 
should not be based on income. The question is not pro- 
perly understood as all sources of income have to bear 
multiple taxation and not properties and services alone 
I do not see any practical or rational way of correlating 
all such taxes. The basis of capital value should be 
adopted in case of smaller towns say with a population 
of 1 lakh and less and that of rental value in case of 
those having more population. A dwelling house fetch¬ 
ing no income and used as a dwelling house be charged 
to Income Tax on the theory that the owner has been 
making income as he has not to any rent. 

Question 201.—So far as the first part of the question 
my pregoing reply would apply. As to the latter part 
1 agree with the local finance enquiry committee recom¬ 
mendation where the basis of rental value has been 
working well. I may point out that in less populous 
cities land and buildings may not fetch any rent at all 
and can not be said to have any rental value. 


Question 209.—I am afraid that levy of an Octroi 
m a populous city like Calcutta and Howrah may not 
be practicable as in that case there is sure to be disloca¬ 
tion of traffic and if the same is tried to be collected 
from the transport. This may however be obviated to 
some extent if the collection is made at the godowns and 
unmanageable congestion I think the purpose of levy¬ 
ing an octroi would be served if a share of or surcharge 
on Sales Tax is allowed to municipal bodies. 

A Municipal tax or a surcharge on the existing Ter- 
, tax 00 j 111 Passengers and goods arriving in 
r U J d ,be more sultable an d may be levied to 
wii ? 1 funds 0n P a s sen Rers tickets and freight charges. 
Such levy requires the sanction of the Central Govern- 
ca se of Howrah there are contesting claim- 
T?ust Pawl terminal tax namely the Improvement 
Irust, Calcutta Corp. and Howrah Municipality In case 

tax a m y a/^ C levied SUrCharge ° f Sales TaX in Ueu of such 


Question 202.—Urban immovable property tax is at 
present almost the main source of income to the local 
bodies and the State Government should not be allowed 
to usurp this as well. Any case of local bodies failing 
to levy such a tax inspite of statutory obligation cannot 
be comprehended. 

Question 203.—The general property tax should be 
levied according to the expected rental value so far as 
the building is concerned and the lands according to 
fh£! C +t. d salea . ble , value. In my view the land more 
required open space in a building should be 
ronfJi atel T Val £t d ' 1 am not in favour of exempting 

nta L ^ alue b T , be system of realising property taxes in 
two shares should go and all rates must be realised from 
the owner of any land or building. In case of any build- 
H?® “ va cant for more than 15 days 2/3 remission and 
in case of land i remission may be allowed. 

nno Q “ e * tion 204.—Property tax is already a progressive 
Progressive higher valuation. The prin- 
6lp e , gradation of rates of a property tax mav be 
int.oduced so that tax may be levied on the statutory 
principle of “ What the traffic will bear ”. y 

!ev? U rfr^ n t 20 *'~ A1 iru Categories of local bodies should 
il not foUowed ' latter P ° rti ° n ° f the <l uestion 

Question 206. —The assessment and collection by an 
Outside authority can not be allowed on principle as in 
that case the authority to earn and spend income will be 
different giving scope to relaxation of the sense of res¬ 
ponsibility. 

Question 207.— The service taxes as separate taxes 
should go and one consolidated rate should be imposed 
as in case of Calcutta and Howrah. The question of 
service should not be raised in imposing the tax on Port 
Trust, Railway and Government properties. Both 
Central and State Government should not claim any 
special treatment and should live with the common man 
If such distinction is allowed to be raised then the richer 
people who have their own tubewell system of water 
and septic tank arrangements may also claim 
rebate. Local Bodies exist to give service to the common 
people the majority of whom do not pay a single pice 
by taxing the people who can afford to pay. The port 
Trust and Railway properties should stand on the same 
rooting. It is not understood under what justification 
they have been exempted by the constitution. If it is 
a question of dignity of the Sovereign power then they 
should pav the amount equivalent to tax payable as 
81 contribution. Regarding Port Commissioners 
alld Railways the question of service do not also arise 
on the further grounds that the local bodies are put to 
much expenditure for their existence. These authori- 
ties greatly pollute the air with smoke, nuisance and 
thereby causing deterioration of the health of the town 
which means more expenditure to the municipality It 
is also for the existence of the Railway Station that 
much traffic flow on the roads of the local bodies caus- 


t ,—* —uiajr ue levied in smaller 
ci,i “- sw h,vto! * 

but this is likely to be resisted by the public 
Question 211.—I have no suggestion to make. 

MEMORANDUM ‘ C 

Question 8.—I agree on principle that it is no use 
funding or earmarking the receipts from a particular 
*2? • or s i >eci ^ c purpose. This however requires a highly 
efficient government with no bills staunchly faithful to 
true public opinion. In our experience we find that the 
government is averse to part with any money for the 
amenities generally catered by the local bodies. Hence 
some heads of taxation should be earmarked for assign¬ 
ing to the local bodies. 

^ u 5^ on should be avoided as far as possible 

the ln hPnpfit CaS R th -^ public may rather like to go without 
. Besides any new imposition would mean 

a? a A, COst a ” d .. bnn S ln the question of retrench¬ 
es 1 * the end of l he Period of levy. This is also un¬ 
necessary in view of the above answer to Question 8. 

♦ob-?S esti0n The state should not run any under- 
Wp a , sou 5 ce oi revenue and become a monopolist, 
we have already seen that the Government has been 
enjoying enormous income from the Railways by fficr«^ 

fare Wit , h0ut any rhyme or reason. 16 As 
such excess income would not have been allowed to a 

c p 5.r.„““S» Con “ r ”’ ,he 

edh/the unHprV£ and any surplus shouId be re-invest- 
ea m the undertakings concerned. The government in 

industry 1 d f Pubbc 10161,651 in that service or 

Question 15.—The burden of taxation certainly in¬ 
creases to comply with the tax regulations as the tax¬ 
payers have not only to pay the tax but also to main¬ 
tain a separate staff for complying the various regula- 
tions and keeping of accounts. This staff is also invari¬ 
ably utilised for evasion of due tax. These are so parti¬ 
cularly in case of Sales Tax, and Income Tax. 

Question 16.—I think that it is the duty of the govern- 
ment to see that in extending benefits to the general 
public from the income of a particular source the tax¬ 
payers is not harassed. • 

In case of Local taxes such as Octroi, Terminal Tax 
tolls and taxes on vehicles, it is otherwise, as there is no 
increase m incidence of burden of the particular taxa¬ 
tion. In these cases however except terminal tax on 
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Railway tickets freight there would be an appreciable 
coat of collection minimising to certain extent the bene¬ 
fits derived from taxation. 

Questions 189-194.—This is the main grievance of the 
Local Bodies that there is no devolution of taxing power 
to toe Local Bodies and all the items on the State List 
are fully utilised by the state without the least inten¬ 
tion to part with any or even a share of the same. The 
Municipality • of Howrah have claimed the following 
taxes which are particularly suitable for the local bodies 
and some of which has been transferred to the local 
bodies, by some of the other states:— 

Sales Tax. 

Amusement Tax. 

Electricity Duty. 

Terminal Tax. 


The vehicles other than the motor vehicles may also 
be taxed by the Union and made over to states for keep¬ 
ing 50 per cent, of the income to be merged in the M. V. 
Tax Fund and distributing the other portion to the local 
bodies according to mileage of non-motorable roads. 

Question 169.—The entire amount levied on motor 
vehicles as also other vehicles should be earmarks for 
maintenance and development of roads. 

Question 170.—We have not seen the recommenda¬ 
tion and a copy of the same may kindly be sent. 

Question 171.—My answer to foregoing question 
No. 168 covers this point. The classification ought to be 
according to different classes of vehicles. 

Question 212.—(1) Our proposal to impose Terminal 
tax is as follows: — 


As a matter of fact there has been no devolution of 
any tax to the Local Bodies by the State of West Bengal 
since 1884. On the otherhand the M. V. Tax which was 
levied and utilised by the municipalities has been taken 
away since 1932 by the government and they have allow¬ 
ed, for the last few years, a fixed amount—representing 
the amount realised by them of the date of transference 
of power, depriving the local bodies of the huge increase 
of income due not only to unparalled increase of num¬ 
ber of vehicles but also due to increase in the rate of 
taxes. 

In respect of the devolution already made in a very 
small number of cases, it is not complete as the local 
bodies are circumscribed by the limit and classification 
and exercise their discretion within the limit. There is 
also no diversity in the devolution except in the case 
of Calcutta Corporation and Howrah Municipality. 


A. On tickets of passengers travelling over 30 miles 
0-0-6 pies for 3rd class passengers. 

0-1-0 anna for inter class passengers. 

0-2-0 annas for second class passengers. 

0-4-0 annas for first or special class passengers. 

B. On monthly tickets of passengers. 

0-2-0 for 3rd class passengers. 

0-4-0 for inter class passengers. 

0-6-0 for 2nd class passengers. 

0-8-0 for 1st class passengers. 

C. On goods and cattle. 

0-0-3 on every maund. 


I can not agree to gradation of powers as suggested 
In Question 192 (c). This has the change of leading to 
cOfacurrent and—overlapping powers. Whenever a 
source of income has to be shared it should not be levied 
and realised by two authorities and the proceeds should 
only be shared. 

Question 195.—This question does not arise in case 
qjLJtengal, as the local bodies both levies and collect 
property tax as well as taxes on vehicles other than 
Motor Vehicles and the Govt, levy and collect the M. V. 
Tax. 

Question 198.—The tax resources are generally 
utilised as far as practicable exactly in the same manner 
as government utilise their tax resources. The local 
bodies cannot always follow the letter of the provision 
of law but has got to see the capacity of the tax payers 
to pay. It is the only point that all taxing authority 
note. Without this there will be hindrance to realisa¬ 
tion resulting in lower income. I think the government 
must have painfully realised this in the matters of Sales 
Tax and Tramway fare. We really fail to appreciate 
the purpose of putting this question as it suggests that 
the Local Bodies are unwilling to utilise the resources 
already available to them. 


0-1-0 on every cattle. 


(2) Our 
follows:— 


proposal to impose Octroi duty is as 


(i) Wine & Spirit 

(ii) Beer 

(iii) Ghee 

(iv) Timber 

(v) Coal 

(vi) Petrol 


0-4-0 per Imp. gallon. 
0-4-0 per Imp. gallon. 
1-4-0 per maund. 

0-0-6 per maund. 

0-0-3 per maund. 

0-1-0 per gallon. 


So far as the terminal tax is concerned there will 
not be the least difficulty in collection as the Railways 
would charge the tax on at the time of selling a ticket 
or charging the freight. 

Regarding octroi duty and terminal taxes on goods 
entering by transport other than railways, the same may 
be realised at the recognised godowns but still there will 
be difficulty as goods are stored not only for consump¬ 
tion within the city but also for consumption outside. 
I do not think that there is any question of bonding in¬ 
volved in such levy. 


Qaestkm 34.—I think that the motor vehicles tax 
may be added to the list under Act 269. 


Question 213.—The basis for octroi should be by 
weight and measurement. I have already suggested 
some solution. 


Question 36.—This has already been done in in¬ 
directly under toe Income Tax Act and I do not think 
it desirable to extend the same. I have already suggest¬ 
ed a betterment fee to be levied by the local bodies 
which will also serve the purpose. This source of income 
should not be levied by the Union or the States unless 
for the purpose of assignment to the local bodies in 
respect of improvements within a local body. 

Question 38.—I regret I have nothing to suggest 
except what has been suggested under any other ques¬ 
tion. 

Question 153.—We have no knowledge about this and 
our municipality is not concerned with this. 

Question 159.—Not concerned. 

Question 168.—I have already said that M. V. Tax 
may be added in the list under Article 269 and one 
single tax may be levied and assigned to States accofd- 
ing to mileage of roads in any state. This should not 
however affect in any way the license fee realised by the 
local bodies. In that case the improvement and repairs 
of all the motorable roads within a state including the 

under any local body should be done by the state. 

• 


Question 214.—It would go to solve the problem to 
great extent but it would depend much on the efficiency 
of the administration and honesty of the transport staff. 

Question 215.—I have already suggested that suit¬ 
able surcharge on sales tax may do away with octroi 
and terminal tax but the public may not accept it as 
such tax is more or less glaringly direct taxation on th« 
consumers. 

Question 216.—This item of taxation must be in addi¬ 
tion to and not as an alternative to octroi or terminal 
tax. This may -be utilised by the state only in case to* 
local bodies have been allowed the octroi or termina 
tax. Otherwise it should be shared by the local bodies 
6 and 7 Question 217. The bigger cities have to provide 
much of its amenities for the floating population anc 
some sort of taxation on them by such cities may be 
legitimately claimed. Candidly speaking I cannot devise 
any workable form of such taxation except the existinj 
pilgrim tax in certain municipality. The one that I car 
at present think of is to levy the same on the salaries 
of the employees who have an outside address. The pil¬ 
grims tax also is another form of terminal tax and neet 
not be separately discussed. 
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Question 218. —The tax on floating population as per 
reply to question 217 would perhaps be in the nature 
of a Poll Tax. 1 cannot at present consider that such tax 
would be feasible in any other form or manner. 

Question 219(a).—Already covered. 

Question 219(b). —System of levying a toll has 
neither been vague nor the Govt, have allowed any com¬ 
pensation for it. 

Question 220.—Professional tax is levied according 
to the volume and importance of the trade or business 


and not on the basis of different slabs of income. Except 
when any other classification is not possible as in case 
of the earned professions. In the municipalities of 
Calcutta and Howrah the classification of companies are 
based on paid up capital. In case of learned professions 
it is based on whether they pay income tax or not and 
in other cases according to the rent of the place of 
business. The trades of carriers are classified accord¬ 
ing to number of Vehicles. 

• 

The classification stating basis, number of assessees 
and the amount received are given as follows: — 



Class. Basis. 

Rate. 



No. of 
assessee. 

Amount. 





Rs. 

A, 

p. 


Rs. 

A. 

P. 

I. 

Companies having paid up capital of 20 lacs and above . 

250 

0 

0 

82 

20,500 

0 

0 

II. 

Companies having paid up capital of 10 lacs and abovo and rent of place of business 
above Rs. 1,000. 

200 

0 

0 

48 

9,600 

0 

0 

III. 

Companies having paid or rent over 1 lac and rent over Rs. 350 

100 

0 

0 

185 

18,600 

0 

0 

IV. 

Rent over 100. 

50 

0 

0 

147 

37,350 

0 

0 

V. 

Over 30 . 

25 

0 

0 

1,780 

44,500 

0 

0 

VI. 

Over 16 . . . . . 

12 

8 

0 

4,822 

60,275 

0 

0 

VII. 

. 

0 

0 

0 

5,494 

32,964 

0 

0 

VIII. 

Having no place of business ...... 

4 

0 

0 

4,605 

12,048 

0 

0 


Question 221.—I think this would be a double 
taxation. This municipality already charges u/s 391, 
C.?. Act a graded taxes for keeping open any theatre. 
The entire entertainment tax should go to local bodies 
and the state cannot claim any share out of this. The 
State already realises or may realise a fee under the 
cinematograph Act to permit a film to be shown. 

It is only fair that the limit of Rs. 250 should be 
raised to Rs. 1,000 and we actually proposed the same 
limit when the draft constitution was under considera¬ 
tion. I do not comprehend any wider application as 
under the present scope the local bodies have the power 
to do so with the approval of the state government- 
This source of income is one of the only two heads of 
taxation to which a local body is entitled and the state 


government can not be allowed to levy or share it. 
The prevailing term is working well and I do not suggest 
any modification. I do not think it should have any 
relation with income. 

Question 222.—I think a betterment tax in case any 
special improvement of a town or a part of a town 
should be levied by all municipal bodies. For example 
if any private street is taken over by the municipality 
the abutting owners must pay a betterment tax. Simi¬ 
larly if a new street or a park is opened not only the 
abutting owners but the owners of the locality which is 
particularly benefitted by the project should pay a 
betterment fee. 

Question 223.—I have nothing to suggest. 
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Replies of the Calcutta Corporation to the Questionnaire and the Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


QUESTIONNAIRE: PART VI—LOCAL TAXATION. 


Questions 185 to 187 

The system of local taxation in India is not quite 
satisfactory. The following are the major defects of 
such taxation^— 

(i) There is absence of uniformity in the matter of 
taxation by local bodies as between on State and 

another. 

(ii) The power of taxation derived by local bodies 
from the State Government is very limited. 

(iii) The sources of tax-revenue assigned to local 
bodies yield income which is more or less static and is 
grossly inadequate for the proper rendering of services 
and amenities which they are required to do. 

Regarding (i) ; 

The imposition of property tax is compulsory in the 
City Corporations of Bombay and Calcutta only. In all 
other municipalities, the levy of this tax is optional. In 
actual practice, however, this tax is widely prevalent in 
Madras, West Bengal, Bombay, Bihar, Orissa and Assam. 
In fact, it is the main source of income in the muni¬ 
cipalities of these States. But in the Puniab and Uttar 
Pradesh, this tax is of comparatively minor importance. 
In those States, the Chief source of income is Octroi. 
But no Octroi is levied in the municipalities of West 
Bengal and Madras except in the Madras city where a 
duty on timber only is levied. 

Again, Tax on Trades, Professions etc., is levied 
by the municipalities of Madras and West Beneal. But 
in the Punjab and Bombay, no municipality levies this 
tax. In Assam, profession tax is a State tax and is not 
levied by any local body. Thus there is no uniformity 
of local taxation in the different States. 


Regarding (ii): 

Prior to the enactment of the Government of India 
Act. 1919. the imposition o'f taxes by local authorities 
under legislations passed by the Provincial legislative 
Councils was subject to the previous approval of Govern¬ 
ment of India. This position was changed under the 
Government of India Act. 1919. Under this Act, the con¬ 
trol of Government of India over the administration and 
finances of local authorities was withdrawn. Local Self- 
government. that is to say. matters relating to the con¬ 
stitution and powers of municipal corporations, improve¬ 
ment trusts, district boards and other local authorities 
became a transferred subject and came under the con¬ 
trol of Provincial Governments except in respect of a 
few specified matters. 


change under the Constitution of India has proved un¬ 
favourable for local authorities. This change was origi¬ 
nally made in the Government of India Act, 1935, and 
is continued in the Constitution of India. State Govern¬ 
ments have in fact, in certain cases, even utilised for 
their own purposes what were previously recognised as 
local taxes. Therefore, there must be some provision in 
the Constitution making it obligatory for the State 
Governments to hand over particular sources of income 
to local bodies. In other words, a list of taxes that may 
be levied by the local authorities and/or the proceeds 
of which if collected by the State Governments should 
be made over to local bodies should be appended to the 
Constitution. 

Regarding (iii): 

The income of local bodies in India, i.e., municipali¬ 
ties (Including city municipal corporations) and district 
boards doubled during the decade from 1921 to 1931. It 
increased from. Rs 20-31 crores in 1921 to Rs. 40-46 
crores in 1931. But during the next fifteen years from 
1931 to 1946, it increased by only 6J per cent. It was 
Rs. 43-09 crores in 1946 as against Rs. 40-46 crores in 
1931. Thus local revenue in India was practically 
stationary during these fifteen years. On the other 
hand, there has been an enormous increase in expendi¬ 
ture on account of abnormal rise in prices of materials 
and wages. Hence, local bodies have become finan¬ 
cially crippled and are unable to manage their affairs 
with the present sources of revenue. It has become 
absolutely necessary to arm local bodies with adequate 
taxation powers so as to give them definite and elastic 
sources of revenue. 


The following taxes out of the State List in the 
Seventh Schedule of the Constitution of India should 
either be assigned to Municipalities for their purpose 
and/or shared with State Governments as recommend¬ 
ed by the Local Finance Enquiry Committee: — 

(a) Item 49—Tax on land and buildings. 

(b) Item 52—Tax on the entry of goods into a local 
area for consumption, use or sale therein. 

(c) Item f>3—Tax on the consumption or sale of elec¬ 
tricity. 

(d) Item 55—Tax on advertisements other than 
advertisements published in the newspapers. 

(e) Item 57—Tax on vehicles whether mechani¬ 
cally propelled or not, suitable for use on 
roads. 

(/) Item 58—Tax on animals and beasts. 


Under Section 80A(3)(a) of the Government of 
India Act, 1919. certain statutory rules called the Sche¬ 
duled Taxes Rules were framed and Schedule II to those 
rules contained a list of taxes which a Provincial Legis¬ 
lative Council might impose or authorise a local autho¬ 
rity to impose for the purposes of such local authority 
without the previous approval of Governor General 
The scone of local taxation was thus limited to the taxes 
Included in that Schedule. Nevertheless, there were cer¬ 
tain specified taxes which a local authority might impose 
for its own purposes under provincial enactments But 
the position is now quite different. The Seventh Sche¬ 
dule of the Constitution of India contains lists of sub¬ 
jects with regard to which laws can be made by Govern- 
nient of India and the State Governments under Article 
246 of the Constitution. These subjects include the 
various taxes that can be levied by these Governments 
But there is no separate list of taxes which the State 
j-rovemments may impose or authorise local bodies to 
Impose for the purposes of those bodies. 


the absence of a separate list of taxes in the Cot 
stitution of India for imposition by local authorities th 
power to levy such taxes is given by legislative enac 
^. e Staje Governments out of those enumera' 
ed in the State list of the Seventh Schedule of the Cor 
stitution. State Governments have, therefore, a wide 
pte ™ i h °ice for transferance of power of taxation t 
*2! 5 ?L- od l e * t h n a " what they had under the Governmer 
"ttedia Act, 1919. But the State Governments are gene 
rally reluctant to transfer such power liberally to Iocs 
authorities notwithstanding considerable increase i 
their own income. In actual practice, therefore th 
22 finance/55 '. 


(g) Item 60—Tax on professions, trades and call¬ 

ings. 

( h ) Item 62—Tax on entertainments, amusements, 

bettings and gambling. 


Regarding (a): 

This tax is generally known as Property Tax. Most 
of the local bodies in India levy this tax. As already 
stated, the levy of this tax is compulsory in the city 
corporations of Bombay and Calcutta. In no other muni¬ 
cipality it is compulsory although it is levied by 
many municipalities. In district boards, this tax is 
levied in the form of a cess on land. The Local Finance 
Enquiry Committee recommends that the levy of pro¬ 
perty tax should be made obligatory in the various Acts 
constituting municipalities as in the City Corporations 
of Bombay and Calcutta. 

Regarding (b ) ; 

This tax is generally known as Octroi. Tax of this 
nature was in vogue in India even under the ancient 
Hindu rulers. On the continent of Europe also, this tax 
has been familiar since the days of the Roman Empire. 
It is a common form of indirect taxation to which the 
people of India are accustomed for a long time. The 
levy^of this tax is not therefore met with much resis¬ 
tance from the public. At present Octroi is in vogue in 
the four major States of Bombay, Uttar Pradesh, the 
Punjab and Madhya Pradesh. As already stated, in the 
State of Madras, there is no Octroi except in the Madras 
City where a duty on timber only is levied. 



State Governments are also levying this tax for their 
own purpose in the form of Sales Tax. The introduc¬ 
tion of Sales Tax which is now in vogue in many States 
has resulted in multiple taxation and has thus increased 
the tax burden of the people. There is therefore a strong 
under-current of conflict between Octroi and Sales Tax 
in the States where both these taxes occur. In all fair¬ 
ness, State Governments should agree to share the pro¬ 
ceeds of Sales Tax with local bodies on the basis of re¬ 
alisation within those area. Sales Tax should mean 
Sales Tax not only on goods but also on Petrol which 
is generally known as Motor Spirit Sales Tax. 

Dr. Gyan Chand also holds the same view in the 
matter of Sales Tax which runs as follows :— 

“ Receipts from sale taxation can be used to re¬ 
place the revenue derived by local authorities from 
Octroi and terminal tax and the abolition of the 
latter will become a practical proposition when and 
if the Provincial Governments levy and develop the 
sales tax to supplement and increase the resources 
of local bodies.” 

Regarding ( e) : 

The levy of tax on motor vehicles is. at present vest¬ 
ed in State Governments in most of the States under 
State Motor Vehicles Taxation Acts. But compensation 
is generally paid to local bodies by State Governments 
for loss of income derived from motor vehicles. Such 
compensation is quite inadequate and every local body 
from city corporation down to rural board feels very 
strongly on the question of this payment. Compensa¬ 
tion was fixed on the basis of income derived some two 
decades ago in most cases. The number of motor vehi¬ 
cles has increased considerably since then and the rate 
of taxation has also been raised very high with the 
result that State Governments are deriving a comfort¬ 
able income from this source. But local bodies are 
suffering a heavy loss as the cost of road construction 
and maintenance has gone up very much both on account 
of high rise in the cost of labour and materials as also 
on account of heavy wear and tear caused by a larger 
number of vehicles. In the circumstances, the recom¬ 
mendation of the Local Finance Enquiry Committee that 
local bodies should have a share of the net proceeds of 
the motor vehicle tax realised by State Governments 
must be accepted without further delay. 

As regards taxes on other vehicles, local bodies them¬ 
selves should levy and collect them. 

Regarding (g ) : 

Under Article 276 of the Constitution, the maximum 
limit of profession tax is Rs. 250 only. It is too low a 
limit particularly in the present day economic condi¬ 
tions and high prices. Even before the advent of the 
last World War, the limit was much higher. It was 
Rs. 500 in the City of Calcutta and in the Mofussil areas 
of the State of Madras it was Rs. 550. In the Madras 
City, it was still higher being Rs. 700. The limit of 
Rs. 250 should be increased considerably in view of the 
conditions as they prevail to-day. There is no reason 
why joint stock companies which, in big cities, generally 
control several large industrial concerns should pay 
only Rs. 250 per annum. The Local Finance Enquiry 
Committee has therefore suggested that the present limit 
of Rs. 250 for profession tax in the Constitution should 
be raised to Rs. 1,000. 

Regarding (c), (d) and (h) : 

These taxes should be shared by local bodies with 
the State Government. These taxes may not be imposed 
or collected by local bodies. State Government may 
collect them as at present but should make over a cer¬ 
tain portion to local bodies collected within their areas. 

As regards the advertisement tax, it should be im¬ 
posed and collected by local bodies in big cities and the 
entire amount should be the property of those bodies. 

Regarding (/) : 

In the City Corporation of Calcutta and Bombay a 
tax on Dogs is levied. Such taxation should be levied, 
and collected by local bodies themselves. 


Question 198.—The Local Finance Enquiry Com¬ 
mittee in its report remarked that there was reluctance 
of local bodies generally to make use of their existing 
financial powers and resources to the fullest extent and 
to impose taxation even when the need for such a step 
was clearly admitted. The Committee further remarked 
that there had been failure to assess taxes with impar¬ 
tiality and to collect them promptly. But at the same 


time, the Committee asserted that the stopping of all 
Such loopholes, irregularities and human weaknesses, 
though very necessary, would not be enough. It, there¬ 
fore, finally remarked that local bodies would still need 
larger resources and it was on this task that attention 
would have to be concentrated in the coming years. 

These concluding remarks of the Committee are in 
effect that whether all the available reasources are fully 
utilised or not. the fact remains that local bodies require 
larger resources. When any local body is reluctant to 
fully exploit the tax resources available to them, there 
may be good and valid reasons for the same. The Local 
Finance Enquiry Committee has remarked that so far 
as the financial resources of municipalities and district 
boards are concerned, no enlargement was made during 
this period and the taxes which local bodies levied after 
the coming into force of the Government of India Act, 
1935, were more or less the same as in the days of Lord 
Ripon. Thus practically the same limited sources are 
being exploited by local bodies for the last three-quarters 
of a century. Most of these sources have now become 
almost inelastic. 

Proposals to raise the rate of property tax meet with 
strong opposition from the people. 

There are some indirect devices also for making local 
finances inelastic. Under the Calcutta Municipal Act, 
1923, the Corporation of Calcutta could levy a tax on 
petroleum introduced into the city for consumption there¬ 
in with the sanction of the Provincial Government. In 
the year 1946, when the need for increased income was 
keenly felt for balancing budget, sanction of the State 
Government was asked for levying this petroleum tax 
but was refused. The imposition of this tax has now 
been withdrawn in the present Calcutta Municipal Act. 
On the other hand, the State Government are themselves 
realising a comfortable amount from this tax for their 
own purposes. 

In the circumstances, additional powers of taxation 
or a share of certain taxes now realised by State Govern¬ 
ments should be given to local bodies as recommended 
by the Local Finance Engineering Committee. 

Question 199.—Assignment of independent sources of 
revenue and a share of certain taxes at present used 
for State purposes are preferable to regular grants-in-aid 
which should be given as a last resort. In the matter of 
imparting primary education by local bodies, the State 
Government should, however, come to their assistance 
by way of adequate grants-in-aid. Under article 45 of 
the Constitution, it is the responsibility of the State 
Government to provide for free and compulsory educa¬ 
tion to all children until they complete the age of 14 
years. Also in the case of execution of specially large 
projects such as those concerned with water supply and 
drainage. State Governments should liberally assist local 
authorities as recommended by the Royal Commission 
on Decentralisation. 

Local bodies are representative institutions. They 
should serve as instruments of national reconstruction. 
Ample opportunities should, therefore, be afforded to 
local bodies to manage their own affairs notwithstand¬ 
ing their short-comines. Regular grants-in-aid does not 
encourage self-help which is essential for genuine train¬ 
ing in the art of self-government. It has the evil effect 
of d'scouraging a local body to fully develop its own re¬ 
sources. 

It is, therefore, necessary to vest local bodies with 
independent powers of taxation which will yield revenue 
sufficient for their purposes and a portion of certain 
taxes collected by the State Governments within the 
area of local bodies should be made available to them 
under legislative enactments. 

In the reply to the questions 185 to 187. it has 
already been explained what taxes should be levied and 
collected by local bodies themselves and what taxes 
should be shared by them with State Governments. The 
Local Finance Enquiry Committee has also recommend- 
ea the transfer of one item of source of revenue from 
the Union List to the State List for making it available 
to local authorities, viz.. Item 89—Terminal Taxes on 
goods or passengers carried by railway, sea or air. Under 
Article 269 of the Constitution, these taxes are levied 
and collected by the Union Government but are assigned 
to the States. 

Question 201.—Property tax can be levied in two 
ways, either on the basis of capital value or according to 
annual rateable value. Capital value of a property 
means the estimated value of land at the time of assess¬ 
ment and the estimated cost of erecting building at such 



m 


time (and not at the time it was actually constructed), 
less a certain amount on account of depreciation of 
building. The income derived from this method of 
assessment is highly fluctuating from year to year on 
account of variations in the capital value of properties. 
In recent years, there has been considerable apprecia¬ 
tion in the valuation of properties on account of the 
highly inflationary conditions obtaining in the country. 
It has risen Several times the pre-war level. 

Again, the cost of erecting two similar buildings at a 
certain time is the same in a locality. There is some 
variation in the value of lands only. So, the capital 
value of similar properties is more or less the same 
throughout the locality. But the income from these pro¬ 
perties may vary widely on account of their position in 
the locality and the advantages and conveniences avail¬ 
able from place to place. Hence, assessment on the basis 
of capital value often leads to widely divergent propor¬ 
tions of income and naturally it gives rise to discontent¬ 
ment among the tax payers. It is, therefore, unfair to 
levy taxes on the basis of the capital value of proper¬ 
ties except in the case where buildings are solely and 
exclusively used by the owners for their own residential 
purpose. 

On the other hand, annual rateable value is calculat¬ 
ed on the basis of the income which a property actually 
fetches or is expected to earn. The annual value of a 
property is the gross annual rent which the property 
at the time of assessment is reasonably expected to earn 
from year to year less deduction of a certain percentage 
on the annual rent for repairs and all other necessary 
expenses to maintain (he property in a state to command 
rent. This is a reasonable and more realistic method of 
assessment in the case of buildings which are generally 
let out. 

Question 202.—Urban Immovable Property Tax is at 
present levied for provincial purposes. It is levied in 
two States only viz., Bombay and the Punjab. In no 
other State, this tax is levied. In the State of Bombay, 
it is levied in three cities only, viz., Bombay, Ahmedabad 
and Poona. But in the Punjab, it is levied in all district 
head quarter towns. The imposition of this tax by 
State Governments constitutes an encroachment on the 
sphere of local taxation. On account of this additional 
tax on property, local bodies feel shy to increase the rates 
of their Property Tax. The Local Finance Enquiry Com¬ 
mittee has recommended that Property Tax is parti¬ 
cularly suitable for exploitation by local bodies. State 
Governments should not, therefore, impose Property Tax 
in any shape whatsoever for their own purpose. In 
case, however, an immovable property tax is levied by 
a State Government, the entire amount of such tax less 
the cost of collection should be made over to local 
bodies and no portion of it should be utilised for provin¬ 
cial purposes. 

Question 203.—This question may be broadly divided 
into four groups, viz., Group I—General Exemptions ; 
Group II—Exemption of charitable or educational trusts, 
etc.; Group III—Remission for vacancies ; and Group 
IV—Exemption of new buildings. 

Croup I—General Exemptions. 

The Local Finance Enquiry Committee holds that 
there should be no exemption from property tax merely 
on the ground of the annual value falling below a parti¬ 
cular monetary limit and has accordingly proposed that 
such exemptions wherever they exist should be done 
away with. But the low annual value of a property or 
rather the low aggregate annual values of all proper¬ 
ties owned by a single person is an indication that he 
is poor and as such is unable to hold properties of higher 
value. It is hardly possible to agree that no man own¬ 
ing property can be considered poor which the Local 
Finance Enquiry Committee’s suggestion indirectly im¬ 
plies. There are many instances where such properties 
are the only source of living of widows, minors, dis¬ 
abled persons or persons whose means are so meagre 
that they are unable to make the two ends meet. It 
will be inequitable and regressive to force payment of 
tax in such cases, however small it may be. Most of the 
Municipal Acts recognise this aspect and accordingly 
provide for exemption from property taxes. In some of 
the Municipal Acts, there is a clear provision for remis¬ 
sion of taxes on account of hardship. For instance, 
under Sec. 110 of the Bihar and Orissa Municipal Act, 
1922. when the levy of a tax on any holding would be 
productive of excessive hardship to the person liable 
to pay the same, the Commissioners may reduce the 
amount payable on account of such holding or may 
remit the same. There is also a similar provision in •Sec. » 
157 of the U. P. Municipalities Act. 


In the Bengal Municipal Act, 1&32, there is a provi¬ 
sion that where the aggregate annual value of all tha 
holdings held by any one owner within a municipality 
does not exceed Rs. 6, the rate on holdings shall not be 
imposed on any of the holdings. In the Calcutta Muni¬ 
cipal Act, 1923, which was repealed with effect from 
1st May, 1952, there was a provision which empowered 
the Corporation to exempt at its discretion from pro¬ 
perty tax all lands and buildings the annual value of 
which did not exceed Rs. 20. No exemption was, how¬ 
ever, admissible where the aggregate annual value of 
all the lands and buildings owned or occupied by a per¬ 
son exceeded Rs. 20. In the present Calcutta Municipal 
Act, the monetary limit has been increased from Rs. 20 
to Rs. 50 presumably because of the present higher 
annual value of lands and buildings. 

Group II—Exemption of Charitable or educational 
trusts, etc. 

In England, registered places of worship are exempt 
from rating but not cemetries and burial grounds. But 
in India, most of the Acts constituting local bodies or 
the rules made thereunder provide for exemption of 
places of public worship as well as burning and burial 
grounds. For instance, under Section 167 of the Calcutta 
Municipal Act, 1951 sill buildings used exclusively for 
purposes of public worship and public burial or burning 
grounds and other registered places for disposal of the 
dead are exempt from rating subject to the condition 
that no land or building on which any trade or business 
is carried on or in respect of which rent is derived shall 
be deemed to be used exclusively for public worship. 

In England, educational institutions like Board 
Schools, Universities, Libraries, Reading Rooms, etc., are 
not exempt from property tax. In some States of India, 
however, there is a provision in the local bodies Acts 
for exemption of buildings used for educational pur¬ 
poses. In England, even hospitals are not generally ex¬ 
empted. Local bodies may be vested with discretionery 
power to sanction contributions, whether equivalent to 
rates or more or less than rates to deserving charitable 
institutions in respect of lands or buildings which are 
used solely for the purpose of medical relief, education 
or relief of the poor instead of exempting them from 
taxation. Such contributions should, as a rule, be on 
annual basis so that municipal authorities may examine 
every year before sanctioning contributions whether any 
land or building is actually used for the aforesaid pur¬ 
poses. 

Group III —Remission for vacancies. 

In England, Property Tax is a charge on the occupier. 
So, no tax is collected when there is no occupier, i.e., 
when a land or building is vacant. But in India, the 
position is different. Here Property Tax is a charge on 
the owner. Accordingly, there is a specific provision for 
the grant of vacancy remission in all Acts of local bodies 
in India. The quantum of remission, however, is not 
the same In all the States. Tn the State of Madras, one- 
half of the tax is remitted. In the City of Bombay, two- 
thirds of the tax is remitted while in West Bengal, re¬ 
mission is allowed upto three-fourths of the tax. 

In view of the fact that the major portion of the 
services rendered by local bodies, such as, street clean¬ 
sing, road repairs, public lighting, etc., has to be per¬ 
formed whether a building remains occupied or not only 
one-half of the tax should be remitted as recommended 
by the Local Finance Enquiry Committee. The Calcutta 
Corporation Investigation Commission has recommended 
that no vacancy remission should be allowed in respect 
of a land or building until the arrear tax, if any, is paid. 

Group IV—Exemption of new buildings. 

In this connection the Local Finance Enquiry Com¬ 
mittee observed as follows: — 

“ Where property taxes are paid, as in England. 

by the occupier, building enterprise is not affected. 

But, where, as in India, they are paid by the owner, 

they do have such undesirable effect.” 

In order to encourage house building activities, only 
partial exemption from property tax may be allowed in 
respect of new buildings for the first few years provided 
municipal funds permit the grant of such concession. 

Question 220 

(1) Yes. So far as the Calcutta Corporation was con¬ 
cerned, the raising of the old money limit of Rs. 50, as 
set by the Professions Tax Limitation Act, 1941, to 
Rs. 250, under article 276 of the Constitution of India, 
did not materially improve the scope for additional 
finance, as it did in the case of other local bodies out¬ 
side West Ben^jd, notably, In the case of the Madras 
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Corporation, where the profession tax is widely in vogue 
next to West Bengal. The reason is that the profession 
tax levied by the Calcutta Corporation had been exempt¬ 
ed from the operation of the Professions Tax Limitation 
Act, 1941, so that, the maximum rate of taxation (Rs. 
500—Class I) was already higher than Rs. 250 prescrib¬ 
ed by the new Constitution. Thus, while in the case of 
Madras or elsewhere the new enhanced money limit 
enabled the maximum rates to be switched on from 
Rs. 50 to Rs. 250, in the case of the Calcutta Corporation 
it did not do so. For a few Trades and Professions for 
which the raising of the limit offered scope for increase ' 
of the tax, the rates have been revised under the Sche¬ 
dule in the new Calcutta Municipal Act, 1951, so as to 
bring them into line with the new limit of Rs. 250. 
While some improvement would result from this, it 
would be inadequate compared with the substantial 
margin of rise in the case of other Corporations or 
Municipalities, where the taxation limit had been re¬ 
duced to Rs. 50 in 1941 and then raised to Rs. 250 under 
the Constitution. 

Although the receipts under the professions tax rose 
from Rs. 12-5 lakhs as in 1925-26 to about Rs. 28 lakhs 
in 1951-52, the percentage of the receipts under this head 
to the total income of the Corporation fell from 8 to 
5-9 during this period. This means that other sources of 
revenue are hignly developed than this tax. The obvious 
reason is the money limitation placed. 

There is no reason why big Joint Stock Companies 
which, as Managing Agents in Calcutta, often control 
many large industrial concerns, should be limited to pay 
as tax of Rs. 250 per annum, while the burden of taxa¬ 
tion will be disproportionately high on other sections of 
the profession and business people. These concerns 
make heavy demands on the municipal amenities sup¬ 
plied by the City Corporation. With increasing indus¬ 
trialisation, such demand will be heavier in the future. 

Considering the above, the present limit of Rs. 250 
is very low. The Madras Corporation was levying as 
high an amount as Rs. 2,000 per annum as tax on com¬ 
panies having paid-up-capital of Rs. 20 lakhs or up¬ 
wards, before the Professions Tax Limitation Act came 
into force. In the present day economic conditions and 
high prices, the limit of Rs. 1,000, as recommended by 
the Local Finances Enquiry Committee, is quite reason¬ 
able, and, in the case of the Calcutta Corporation it 
should apply with a greater emphasis. 

(2) There should be a compulsory levy basis of 
assessment with a certain minimum set for certain pro¬ 
fessions and trades. Schedule IV of the Calcutta Muni¬ 
cipal Act, 1951 as also Schedule IV of the Bengal Muni¬ 
cipal Act, 1932 set forth the basis of compulsory levy with 
different minimum rates for certain specified professions. 
For a few trades and professions there is a fixed license 
fee differing from case to case. For instance, Stevedores, 
Cinema Film Distributors, etc., have been put at Class 
II (Rs. 250). Similarly, a Commercial Traveller or a 
Manufacturer’s representative, etc., has been put at 
Rs. 36, whatever their status. Leaving aside a few such 
professions, the professional men, such as, Lawyers and 
Doctors having been classified under four stages,—(i) in 
Class II (Rs. 250), if income-tax is payable by them on 
an income of Rs. 10,000 or more, (ii) in class IV (Rs. 125), 
if income-tax is payable on an income of Rs. 6,000 or 
more but less than Rs. 10,000, (iii) in class VI (Rs. 36), 
if income-tax is payable on an income of less than Rs. 
6,000, and (iv) Rs. 24 (Class VII), if no income-tax is 
payable. In the case of companies, the minimum rate 
is Rs. 36 for those with a paid-up-capital of less than 
Rs. 1 lakh, the maximum being Rs. 500 for those with 
a paid-up-capital of Rs. 20 lakhs or more. For certain 
trades again like merchant, banker, Commission Agent, 
carrier, etc., the classification is based on the annual 
value of the premises, the minimum being fixed at Rs. 
36. In other cases, classification goes down on the rental 
basis upto Rs. 6 (Class IX). The Bengal Municipal Act 
also more or less follows the above line. The minimum 
for certain key businesses, like companies, merchants, 
bankers, carriers, etc., has been reduced from Rs. 50 as 
in the Calcutta Municipal Act, 1923 to Rs. 36 in the pre- 
ser‘ Act of 1951. The minimum for the “ Keeper of 
Uquor shop” and professional men paying income-tax 
have been reduced from Rs. 100 and Rs. 50 respectively 
to Rs. 36 in each case. The aforesaid minimum levels 
should at least be restored to the previous figures as 
under the Calcutta Municipal Act, 1923, in order that the 
revenues are not affected. 

(3) The basis of assessment of this tax as followed 
in Madras is the income basis, which would be the ideal 
one, had it not been for the practical difficulties in the 
way of ascertaining the exact income of assessees. Sec¬ 
tion 54(a) of the Income-tax Act bans disclosure of in¬ 


come of persons assessed to income-tax. The new 
Calcutta Municipal Act has also followed the principle 
of income basis of assessment in the case of some im¬ 
portant professions and trades, as stated above. While 
the potentialities of income have been increased thereby, 
the practical difficulties in the shape of absence of power 
to call for accounts and getting suitable informations as 
to income from the Income-tax Department stand in the 
way of reaping the maximum benefit o*t of the new 
provision. Income, however, is easily ascertainable in 
the case of the salaried classes who come in the purview 
of the tax in Madras, though not in West Bengal. It 
is to be considered if the tax should be recommended to 
be imposed on “ employment ” in respect of salaries 
higher than a certain limit say Rs. 350 per month, where 
it does not exist, in view of the evident convenience of 
collection, of course, with due safeguards so that the 
levy does not impinge on the incidence of the Income- 
tax. 

In the circumstances, all the available basis of assess¬ 
ment should be open to the local bodies for adoption 
according to the convenience and local conditions pre¬ 
vailing. 

(4) Attempts, from time to time in the past, to pres¬ 
cribe the money limit to the tax was only designed to 
safeguard an undue impingement of the incidence of this 
tax on the income-tax. Therefore, correlation of the two 
is essential, particularly, if the limit of Rs. 250 is to be 
raised to Rs. 1,000. Taxes to be levied for different slabs 
of income should be prescribed with a strict eye to the 
incidence of the income-tax on corresponding slabs of 
income. This would prevent an arbitrary levy of the 
tax. 

For the purpose of administration it is essential that 
mere should be close liaison between the Income-tax 
Department and the municipal administration. This pre¬ 
supposes suitable amendment of the existing Income-tax 
Act. The municipal administration should have access 
to information relating to income. On the other hand, 
they should have power to call for accounts from the 
assesses and to impose penalties for false statement of 
the finance. 


SUPPLEMENTARY QUESTIONNAIRE. 

MEMORANDUM A. 

General Note on the Finances of the Corporation of 
Calcutta. 

L—(i) Law Governing the local body. 

The municipal administration of the city of Calcutta 
is vested m a body corporate known by the name of 
the Corporation of Calcutta and is now carried out in 
accordance with the provisions of the Calcutta Muni- 
cipal Act, 1951 (West Bengal Act XXXIII of 1951) 
which came into force on and from 1st May, 1952. 
Prior to that date it was subject to the provisions of 
oMr “ tta Municipal Act, 1923 (Bengal Act III of 


(ii) Constitution. 

Under the Calcutta Municipal Act, 1951, the muni¬ 
cipal authorities are the Corporation, the Standing 
Committees and the Commissioner (Section 6). 

The Corporation consists of eighty-one councillors 
of whom one, viz., the Chairman of the Calcutta Im¬ 
provement Trust which is a separate and distinct body 
from the Municipal Corporation is ex-officio and the rest 
are all elected, one from each of the eighty constituen¬ 
cies into which the municipal area is divided. Besides 
eighty-one councillors, there are five Aldermen elected 
by the Councillors not from among themselves. The 
Corporation thus consists of eighty-six members, tnr., 
eighty-one Councillors and five Aldermen. The Corpo¬ 
ration at its first meeting each year elects one of its 
members to be the Mayor and another member to be 
the Deputy Mayor of the City (Sections 7-10). 

There are nine Standing Committees constituted by 
the Corporation after a general election for dealing 
respectively with (a) Education, (b) Accounts, (c) 
Taxation and Finance, (d) Health, (e) Town Planning 
and Improvement, (/) Works, ( g ) Buildings, (h) Public 
Utilities and Markets, and (i) Water Supply. Each 
Standing Committee consists of not more than ten 
Councillors or Aldermen. The Corporation may also 
associate with any Standing Committee persons other 
than Councillors and Aldermen not exceeding three in 
, number and for such term as it thinks fit (Sections 14 
and 15). 
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Alter each general election, the Corporation is re¬ 
quired to group the eighty wards ol the city into 
boroughs so that each borough consists of not less than 
four wards and not more than five wards and constitute 
a Standing Committee for each such borough consisting 
of the Councillors representing the wards constituting 
the borough and not more than three other persons 
elected by these Councillors from among the persons 
registered «n the electoral rolls of the wards comprised 
within the borough (Section 16). 

Every Standing Committee at its first meeting in 
each year elects one of its members to be the Chairman 
and another member to be the Deputy Chairman (Sec¬ 
tion 17). 

The Commissioner is appointed by the State Govern¬ 
ment on the recommendation of the West Bengal Public 
Service Commission for a term of five years renewable 
' for a further term of five years (Section 19). 

(iii) Administrative set-up. 

There are at present six statutory officers appointed 
by the Corporation, viz., two Deputy Commissioners, one 
Chief Engineer, one Finance Officer and Chief Account¬ 
ant, one Health Officer and one Secretary. These 
appointments are made by the Corporation on the re¬ 
commendation of the State Public Service Commission 
and with the approval of the State Government. Be¬ 
sides, there are other officers and servants for running 
the various branches of the administration and services. 
The principal officers for running the services are the 
Executive Engineer, Water Works in charge of Water 
Supply, the Executive Engineer, Drainage, in charge of 
the City’s Drainage Works, the District Engineers who 
are in charge of the conservancy work of the City and 
other engineering works such as construction and main¬ 
tenance of roads, office buildings, public parks and 
squares, etc. A copy of the Schedule of Establishment 
is enclosed showing the establishment employed by the 
Corporation. These officers and servants are appointed 
by the Corporation and the Commissioner. Appointment 
to posts the maximum salary of which is not below 
Rs. 250 per month is made by the Corporation, on the 
recommendation of the State Public Service Commission 
where the maximum salary is not below Rs. 1,500 per 
month and on the recommendation of the Municipal 
Service Commission in other cases. In respect of the 
posts the maximum salary of which is below Rs. 250 
per month, the appointing authority is the Commissioner 
who makes appointments in accordance with the regu¬ 
lations framed by the Municipal Service Commission 
and approved by the Corporation (Sections 76, 78, 80 
and 81). 

(Note.—The Municipal Service Commission has 
just been constituted and the regulations relating to 
appointments to posts the maximum salary of which 
is below Rs. 250 per month is in the process of 
preparation). 

(iv) Functions. 

The Corporation exercises all the powers, duties and 
functions provided for in the Calcutta Municipal Act, 
1951, except those which are expressly assigned by or 
under that Act or any other law to a Standing Com¬ 
mittee or to the Commissioner (Section 24). 

- The powers, duties and functions of the Standing 
Committees are determined by rules by the Corporation 
in addition to those specifically assigned to them by the 
Municipal Act (Section 25). 

The Commissioner is assigned certain powers, duties 
and functions specifically by the Municipal Act. In 
addition to these, the Corporation and the Standing 
Committees may also delegate any of their powers, 
duties and functions to the Commissioner. Also, the 
entire executive power for carrying out the provisions 
of the Municipal Act is vested in the Commissioner 
(Sections 28 and 30). 

The Commissioner may delegate his powers, duties 
and functions whether assigned to him by the Act or 
delegated to him by the Corporation or the Standing 
Committees, to any municipal officer or servant except 
those under certain sections of the Municipal Act speci¬ 
fically mentioned in Section 34 of that Act (Section 34). 

Reference may also be made to the following books 
and publications as and where necessary:— 

(1) Administration Reports ; (2) Annual Accounts ; 
(3) Budget Estimates; (4) Year Books; (5) Calcutta 
Municipal Act, 1923 ; (6) Calcutta Municipal Act 1951 ; 
(7) Bye-laws, Codes and Manuals—enclosed. 


H. —(i) Revenue and Capital Budget 

The Commissioner prepares the Revenue Budget and 
the Capital Budget every year and submits the same to 
the Standing Finance Committee on or before 15th 
December. The Revenue Budget shows as usual an 
estimate of receipts from all sources and an estimate 
of expenditure under different heads for rendering ser¬ 
vices during the next ensuing year, a statement of 
balances of the Revenue Fund and also a statement of 
proposals for taxation. Similarly, the Capital Budget 
shows an estimate of the loans to be raised and other 
probable receipts in the Loan Fund during the next 
ensuing year and a statement of the works intended to 
be executed out of the Loan Fund (Section 126). 

The Standing Finance Committee considers the Com¬ 
missioner’s Budget and makes modifications and addi¬ 
tions as it thinks fit after taking into account the pro¬ 
posals, if any, made by the other Standing Committees. 
The Budget so framed by the Standing Finance Com¬ 
mittee is printed and circulated to each Councillor and 
Alderman not later than 15th February and is also 
placed before the Corporation on that date or as soon 
as possible thereafter. The Corporation adopts the 
Budget finally on or before 22nd March each year after 
allowing for a minimum cash balance of twelve lakhs 
of rupees. Sanction of the State Government is not 
necessary to the Budget (Section 127). 

Reference may be made to the copies of the Budget 
Estimates of several years enclosed. 

(U) Changes in pattern of Income, etc. 

There has been practically no change in the pattern 
of income. In the new Calcutta Municipal Act, 1951, 
which came into force only a year and a half ago, there 
is no provision for any additional source of revenue 
except license fee on advertisements. But there is 
hardly any scope for a big income from it particularly 
on account of several restrictions imposed under the 
Municipal Act. Also, on account of the grant of rebate 
and the introduction of slab system of the consolidated 
rate and other provisions in the present Calcutta Muni¬ 
cipal Act, there has been loss of revenue rather than 
increase under the Consolidated rate, license fees and 
taxes, &c. On the expenditure side also, there has 
been no change in the pattern. There has been of 
course some increase in Revenue from the existing 
sources. But this increase falls short of the minimum 
requirements for maintaining the services on account 
of the abnormal growth in expenditure due to heavy 
rise in the cost of labour and materials. There is thus 
no scope for any development programme for expendi¬ 
ture out of Revenue. On account of financial draw 
back, the- Corporation could not launch upon any deve¬ 
lopment project. The entire energy and revenue of the 
Corporation were directed during the last two to three 
decades to merely maintaining the city services some¬ 
how. With the advent of the last World War, the 
position became still worse. There has been a heavy 
rise in the Establishment cost as well as in the prices 
of materials. The cost of maintaining the city services 
has therefore gone up very high. The old plants and 
machines have undergone considerable depreciation. 
They have practically outlived their life, and are in such 
a worn out and dilapidated condition that they require 
immediate replacement at a huge cost. The whole 
machinery may collapse any moment for paucity of 
funds. In the circumstances, any development pro¬ 
gramme is out of the question unless adequate funds 
are made available. 

A copy of the Budget Estimates for the year 1953-54 
as also a copy of the Commissioner’s Budget Estimates 
for the year 1954-55 with the modifications made by the 
Standing Finance Committee is enclosed. 

III. Vide the Chart of Estimated Receipts given in 
the Corporation Year Book for the year 1953-54 Pages 
122 to 123. 

The Corporation of Calcutta has no commercial 
transport or other undertakings run by it. 

IV.—(i) Principal taxes levied. 

The following taxes are levied under the Calcutta 
Municipal Act, 1951, viz., (a) Consolidated Rate; (Sec¬ 
tion 165) ; (b) Tax on carriages and animals (Section 
208) ; (c) Tax on dogs (Section 216) ; (d) Tax on pro¬ 
fessions, trades and callings (Section 218) ; (e) Scaveng¬ 
ing tax (Section 222) and (/) Tax on carts (Section 
224). it 

(a) Consolidated Rate .—Separate rates for services, 
viz., water, drainage, lighting and conservancy are not 
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levied in addition to holding rate, i.e., general rate. All 
these rates are combined into one rate known as the 
consolidated rate. Under the Calcutta Municipal Act, 
1923, such rate was levied at a flat rate not exceeding 
23 per cent, on the annual value of lands and buildings. 
But under the new Act of 1951, it is levied at a pro* 
gressive rate, i.e., at a higher percentage on lands and 
buildings having a larger annual value, viz .:— 

(1) not exceeding 15 per cent, where the annual 
value does not exceed Rs. 1,000 ; 

(ii) not exceeding 18 per cent, where the annual 

value exceeds Rs. 1,000 but does not exceed 
Rs. 3,000 ; 

(iii) not exceeding 22 per cent, where the annual 

value exceeds Rs. 3,000 but does not exceed 
Rs. 12,000 ; and 

(iv) not exceeding 23 per cent, where the annual 

value exceeds Rs. 12,000. 

At present, the consolidated rate is levied at the maxi¬ 
mum percentages stated above. In the case of the last 
two categories of holdings, however, the maximum per¬ 
centage may be increased up to 33 per cent, with the 
approval of the State Government. The consolidated 
rate is payable quarterly (Section 165). 

Besides a progressive scale for the consolidated rate, 
another new feature introduced in the present Calcutta 
Municipal Act, 1951, is the grant of rebate and imposi¬ 
tion of interest on the consolidated rate. With a view 
to expediting recovery of the consolidated rate, a rebate 
at the rate of 3-1/8th per cent, is allowed on payments 
made in the Municipal office within 15 days from the 
date of presentation of the rate bills. In case of delay 
in payment, interest at the rate of 6J per cent, per 
annum is charged from the commencement of the quar¬ 
ter following that in which the rate bills is presented 
(Sections 235 and 236). 

Another new feature of the present Municipal Act, 
1951, is the grant of a rebate of 6J per cent, on the 
consolidated rate of a premises on which a tube-well 
is sunk and no supply of water is taken from the muni¬ 
cipal water mains. A rebate of 84 per cent, is also 
allowable on the consolidated rate of a premises, 
situated in an unsewered area, on which septic tanks 
and sanitary privies and urinals are constructed (Sec¬ 
tions 265 and 334). 

(b) Tax on Carriages and Animals. — A tax is levied 
half-yearly on carriages and animals at rates not exceed¬ 
ing those prescribed in a schedule appended to the 
Municipal Act. Certain categories of carriages and 
animals are, however, exempt from taxation. This does 
not include tax on motor vehicles which is levied by 
the State Government under the Motor Vehicles Act, 
1932 and a fixed annual compensation of Rs. 44 lakhs 
only is received from Government (Sections 208 and 
209). 

(c) Dog Tax. —A tax not exceeding Rs. 20 per 
annum is levied on every dog. The present rate of tax 
is Rs. 10 per dog per annum (Section 216). 

(d) Tax on Professions, Trades and Callings. —Every 
person or company or association of individuals carry¬ 
ing on professions, trades and callings in Calcutta is 
liable to pay license fee according to a schedule of fees 
prescribed in the Municipal Act (Section 218). 

(e) Scavenging Tax. —Scavenging tax is payable half- 
yearly by every hackney carriage owner, carter, milk- 
seller, goatherd, owner or occupier of a market, etc., at 
rates indicated in a schedule appended to the Municipal 
Act (Section 222). 

(f) Tax on Carts. —Every cart kept or used in 
Calcutta has to be registered, the registration fee being 
Rs. 10, Rs. 18 and Rs. 40 per half-year for each cart 
according as it is fitted with pneumatic tyre, solid tyre 
or otherwise (Sections 224 and 225). 

(11) Trends in revenue from the principal taxes. 

(a) Consolidated Rate. —There has been consider¬ 
able loss in receipt under the consolidated rate due to 
the grant of rebate and imposition of a graduated scale 
of percentages on valuation, under the new Municipal 
Act, 1951. Also, the inclusion of the Maidan Area 
within the municipal limits of Calcutta under the 
present Calcutta Municipal Act, 1951, has thrown a 
heavy burden of expenditure on the Corporation for 
rendering municipal services with practically no income 
from that area inasmuch as most of the properties in 
that area being under the Union Government are 
exempt from local taxation under the Constitution. 
Again, on account of Rent Control Act and the economic 


conditions of Calcutta particularly of middle class 
people and the present tendency to scaling down of 
valuations of lands and buildings in the city, it is appre¬ 
hended that there will be no appreciable growth in the 
income from the consolidated rate. 

(b) Tax on Carriages and Animals. —There has been 
a gradual fall in income from this source as the number 
of carriages and animals is gradually dwindling down. 

(c) Dog Tax. —The income from this source is negli¬ 
gible being only Rs. 12,000 to Rs. 15,000. There has 
been however some increase recently on account of the 
tax having been raised from Rs. 5 to Rs. 10 per dog. 

(d) Tax on Professions, Trades and Callings. —The 
rates of license fees for professions, trades and callings 
have been reduced in some cases under the present 
Calcutta Municipal Act, 1951. There is therefore little 
scope for increased revenue from this source. A 
growth in income from this source can also hardly be • 
expected in future on account of the impending trade 
depression. 

(e) Scavenging Tax. —The income from this source 
is more or less constant. There is rather a tendency 
to decline on account of gradual decrease in the number 
of animals. 

(f) Tax on Carts. —There has been some increase 
under this head on account of an increase in the rate 
of license fee under the new Municipal Act although 
the number of carts is steadily on the decrease. The 
income from this source is now only about Rs. 2 lakhs 
against the previous amount of Rs. 1 lakh. 

V. and VI.—Efforts were made from time to time to 
augment the revenue of the Corporation by increasing 
the rates of old taxes, by imposing new taxes and by 
resisting the constitutional limitations of existing taxes. 

Under the authority given in the proviso to Section 
142A of the Government of India Act, 1935, Professions 
Tax Limitation Act, 1941, was passed by the Indian 
Legislature under which the maximum amount of tax 
on professions, trades and callings was fixed at Rs. 50 
per annum. At that time, the maximum amount of 
such tax that could be levied by the Corporation of 
Calcutta under the provisions of the then Municipal 
Act was Rs. 500. Hence, the passing of that Act was 
calculated to result in a heavy loss to the Corporation. 
The Corporation, therefore, resisted its passing. While 
the Bill for the Act was introduced in the Legislature, 
a deputation was led by the Mayor of Calcutta and 
with great efforts the Corporation was able to get 
exemptions from the annual limit of Rs. 50. 

Under the Calcutta Municipal Act, 1923, which was 
repealed from 1st May, 1952, the Corporation could 
levy consolidated rate upto a maximum percentage of 
23 on the annual value of lands and buildings. Before 
the last World War, this rate was fixed at 194 per cent, 
over a long period. When on account of the effects of 
the war, there was an abnormal rise in the cost of 
labour and materials and there was no indication for 
fall in such costs even after the termination of the war, 
the percentage was increased from 194 to 214 with 
effect from 1st April, 1947, even though this increase 
was highly resented by the rate-payers. This resulted 
in an increase of about Rs. 20 lakhs under the conso¬ 
lidated rate. But this increase proved inadequate and 
the budget could not be balanced without further in¬ 
come. The general revaluation of the entire city was, 
therefore, taken up in the year 1949-50 notwithstanding 
stiff opposition by the rate-payers. This has augment¬ 
ed income to a certain extent. But this increase is 
not commensurate with the growth in expenditure on 
account of an abnormally heavy rise in the cost of 
labour and materials. 

Also, a new source of taxation was found out. Ad¬ 
vertisement tax was levied on signs and signboards in 
the year 1951-52. The income from this source in the 
very first year amounted to about Rs. 24 lakhs. A 
minimum income of Rs. 10 lakhs per year was antici¬ 
pated from this source. But there was a great resent¬ 
ment throughout the city. Sign-boards were taken 
down and vehement protests were made from various 
quarters. Ultimately, it culminated in various restric¬ 
tions and the scope of the tax was limited in the new 
Municipal Act, 1951. The revenue from this tax in the 
present form can now hardly be expected to exceed 
Rs. 2 lakhs a year. 

Again, in the year 1946, the Corporation decided to 
levy a tax of four annas for every 10 gallons of Petro¬ 
leum introduced into Calcutta for the purpose of con¬ 
sumption therein under Section 181 of the Calcutta 
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Municipal Act, 1923, and requested Government to 
accord necessary sanction as required under the Muni¬ 
cipal Act. But no such sanction was accorded. This 
tax has been omitted altogether in the present Muni¬ 
cipal Act. 

Besides, other measures were also taken by the 
Corporation to augment its income. For this purpose, 
the Corporation approached the State Government for 
their order* for imposing new taxes such as, Town Duty, 
Tax on Fire Insurance Companies, etc. The Corpora¬ 
tion also claimed a share of certain taxes enjoyed by 
the State Government such as, Amusement Tax, Sales 
Tax, Betting and Totalisator Tax, etc. The Motor 
Vehicles Tax is essentially a local tax like the tax on 
carts. It was originally levied by the Corporation of 
Calcutta in respect of the vehicles of the city. This 
taxation was taken over by the Provincial Government 
in the year 1932 and a fixed amount of Rs. 4J lakhs 
a year is being paid to the Corporation by way of com¬ 
pensation on the basis of the income derived in the year 
1932. There has now been a considerable increase in 
the realisation of this tax from the city on account of 
an enormous increase in the number and types of 
vehicles and the rates of registration fees. But the 
Corporation is still being paid the paltry sum of Rs. 4J 
lakhs a year which was fixed two decades ago. The 
Corporation claimed the entire amount of the tax but 
Government turned down the proposal. In this regard, 
the following resolutions were passed by the Corporation 
In March, 1946 and were also reiterated year after year 
but to no effect as Government did not concede the 
demands :— 

1. That the Government of India be approached for 
an amendment of the Calcutta Port Act so as to enable 
the Corporation to value the Port Commissioners’ pro¬ 
perties (particularly the lands and buildings let out 
not for the purposes of the Port but for private business 
and residential purposes) on a more equitable basis, 
for the purpose of assessing them to the full Consoli¬ 
dated Rate. 

2. That Government be approached to pass an en¬ 
actment investing the Corporation with powers to levy 
a Town Duty on various goods imported intfl^the City 
on the same or similar lines as in Bombay under Sec¬ 
tion 192 of the Bombay Municipal Act, the goods re¬ 
commended for taxation being : 


8. That Government be approached for amending the 
relevant Acts so as to make available to the Corporation 
at least 50 per cent, of the revenue derived from the 
Betting and Totalisator Tax realised by organisations 
having their offices in the city, as the major incidence 
of this taxation falls on the city and it should be coa 
sldered as part of the Municipal Revenue. 

9. That in view of the fact that several lakhs of 
people who do not belong to Calcutta and do not pay 
any rates and taxes to the Corporation come every day 
to the City from outside and enjoy the city amenities 
for which they do not pay anything to the Corporation, 
Government be approached to pass necessary enact¬ 
ment for levying a terminal tax of six pies on each 
railway ticket other than monthly tickets, and As. & on 
each monthly ticket to Howrah and Sealdah Stations 
and other small stations inside the City and giving the 
revenue so derived to the Corporation. 

Last year also, while passing the Budget Estimates 
for the current year, the Corporation reiterated the 
demand for most of these taxes which the Local Finance 
Enquiry Committee has also recommended to make 
available to local authorities. But unfortunately all the 
demands have been turned down by the State Govern 
ment. The demands of the Corporation and the replies 
from Government are given below:— 

“ That the State Government be requested to imple¬ 
ment the recommendations of the Local Finance Enouiry 
Committee by enacting necessary legislation, specially 
on the following subjects :— 

({) That the Corporation should get a share of 
the entertainment tax. 

(ii) That the whole of the net proceeds of the 
Electricity Duty should be given to the Cor¬ 
poration. 

(iit) That the compensation pavable to the Corpo¬ 
ration under the Motor Vehicles Tax Act be 
revised and the proceeds of the Motor 
Vehicles Tax be equitably shared with the 
Corporation. 

(iu) That a Municipal Tax be levied on the float¬ 
ing population, viz., railway passengers com¬ 
ing to the city and visitors residing in hotels. 

That an public utility and commercial under¬ 
takings of Government should be made 
amenable to Municipal taxation as in the 
case of private enterprises. 

That a Terminal Tax or Octroi Duty should 
be levied in Calcutta ad in Bombay and 
Madras. 

That all properties of the State Government 
should be liable to Municipal taxes in accord¬ 
ance with the Calcutta Municipal Act. 


(a) Coal (other than household coke). 

(bl Jute, tea, wines and spirits. 

(c) Cigars, cigarettes and pipe tobacco. , „ 

gggg|S| (vt) 

3. That a representation be made to Government re¬ 
iterating the Corporation’s claim on a substantial share 
of the receipts from the Amusement Tax levied on ( v ){) 

place of amusement in the City as also on a share of 
the receipts from the Electricity Tax. 


4. That a representation be made to Government for 
a contribution to the Corporation of 50 per cent, of the 
Sales Tax realised in Calcutta by Government, as the 
incidence of this tax falls heavily on the city and in 
the opinion of the Corporation it is only equitable that 
50 per cent, of it should be given to the Corporation. 

5. That steps be taken to approach Government for 
sanction to prohibit introduction into Calcutta for the 
purpose of storage therein of petroleum intended for 
consumption elsewhere and notify this in the ‘ Calcutta 
Gazette’ under Section 181 of the Calcutta Municipal 
Act and after publication of such notification, a tax of 
four annas for every 10 gallons of petrol be, with the 
sanction of the Provincial Government, imposed in the 
manner prescribed in Chapter VII of the Calcutta 
Municipal Act of 1923 on all petroleum introduced into 
Calcutta for consumption therein and that the Provin¬ 
cial Government be requested to take up the matter 
with the Government of India for an expeditious 
decision. 

6. That in the opinion of the Corporation a tax 
should be levied on Fire Insurance Companies and 
Government be approached for necessary orders in this 
direction. 

7. That in the opinion of the Corporation, the Cor¬ 

poration has a legitimate claim on the entire amount 
of the registration fees of Motor Vehicles registered in 
Calcutta, less such amount of collection charges as 
may be agreed upon between the Corporation and 
Government and hence Government be requested to 
amend Section 10 of the Motor Vehicles Taxation Act, 
1932, accordingly. . 


(viii) That the Union Government should pay con¬ 
tributions to Corporation in lieu of taxes. 

(ix) That Government official residencies should 
be assessed in the normal way without any 
concession. 

The above resolutions were communicated to the 
Joint Secretary to the Government of West 
Bengal, L. S. G. Department, who now replies as 
follows :— 

With reference to vour letter No. S4521. dated the 
19th/20th March, 1953. on the above subject, I am 
directed to state as follows in regard to the matters 
referred to therein, item by item :— 

Items (i) and (ii)—Share of Entertainment tax and 
Electricity dutv—Under Article 266 of the Constitution, 
the revenue realised from these taxes as from all other 
taxes goes into the consolidated fund of the State with¬ 
drawals from which are to be made under the authority 
of the Legislature. Therefore, the proceeds from these 
taxes cannot, as such, go to the fund of any local body. 
Various grants are, however, made by Government to 
the local bodies for specific purposes—such as payment 
of dearness allowance to their employees, etc., and the 
Calcutta Corporation alone gets as much as Rs. 77 lakhs 
per annum on this account. The State Government do 
not see any special reason for making over the pro¬ 
ceeds of these taxes to the local bodies and they, 
therefore, regret their inability to accept the proposaL 

Item (iii).—Enhancement of the share of proceeds 
from the Motor Vehicles Tax—Under the law, the tax 
on motor vehicles has been assigned to the Government 
as against the local bodies and the Taxation Enquiry 
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Committee of 1922 and subsequent Committees, who tion with State trading or the running of public utility 

examined this question from time to time, have held concerns are already subject to local taxation like 

that this should be a source of revenue of the State on private property. It is only the Government of India, 

fiscal grounds. When the Motor Vehicles Taxation who by virtue of Article 285 of the Constitution have 

Enquiry Committee, 1950, suggested the abolition of disowned liability to pay any local tax in respect of 

local taxes on motor vehicles, they clearly indicated their properties, which were not liable to such taxation 

that the Municipalities should take recourse to other on the 31st March, 1937. That Government have, how- 

sources of taxation available to them. Besides, Govern- ever, been already moved to enact suitable legislation 

ment have now undertaken a road development pro- so as to enable local bodies to levy taxes in respect 

gramme of their own and require all the money from of Central Government properties or to m^ke contri- 

the Motor Vehicles Tax, and more for this purpose. buttons to these bodies in lieu of the said taxes. Their 

Under the circumstances Government regret that they decision is being awaited, 

cannot agree to the proposal for enhancement of the 

compensation payable to the Corporation of Calcutta Item (wi).—Terminal Tax or Octroi Duty.—The 

under the Motor Vehicles Tax Act. Government of India are concerned with the subject 

of terminal tax and their decision on the recommenda- 
Item (tu).—Municipal Tax on floating population, tion of the Local Finance Enquiry Committee regarding 

viz., Railway passengers and visitors residing in Hotels introduction of terminal tax is awaited. The Octroi is 

—A terminal tax is already levied on Railway passen- not a very satisfactory method of taxation. However, 

gers coming to Calcutta under Section 83 of the Cal- the question of its introduction may be considered after 

cutta Improvement Act, 1911 and the proceeds thereof the Government of India’s decision on the recommen- 

go to the Calcutta Improvement Trust Fund. The dations of the Local Finance Enquiry Committee con- 

recommendation of the Local Finance Enquiry Commit- cerning the terminal tax is known, 

tee for levy of tax on Railway passengers is evidently 

intended for other cities. As regards taxation of Items (vii) and (viii ).—The position in this regard 

visitors residing in Hotels, the hotel buildings are fully has been explained in connection with item ( v ) above, 
assessed to municipal taxes which are obviously includ¬ 
ed in the hotel bills paid by the visitors. These visitors Item (ix ).—Assessment of Government Official resi- 

thus pay municipal taxes like other occupiers of build- dences—This does not arise so far as the Government 

ings and the levy of any further tax on them would of West Bengal are concerned as no privileged treat- 

be iniquitous. Government cannot, therefore, agree to ment is accorded to residences of officials of this 

the proposal for the levy of any municipal tax on Government. 

Railway passengers or visitors residing in hotels. 

Regarding paras. 7, 8 and 9 in the Supplementary 
Item ( v ).—Taxation of public • utility and commer- Questionnaire, Vide the Report of the Calcutta Corpo- 

cial under-taking of Government—So far as this State ration Investigation Commission enclosed in two 

is concerned, its lands and buildings used in connec- volumes. 


Appendix to Memorandum * A \ 

1947-48 1948*49 t. >1949-60 1950-61 1961-62 


A.— General Information. Rs. a. p. c£j Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. 

1. Population . . . . 20,70,619 (o) 20,70,619 (a) 20,70,619 (a) [20,70,619 (a) 26,20,921 (6) 

2. Total income from all sources 3,67,74,149 0 0 4,24,66,819 0 0 4,62,06,871 0 0 4,84,34,839 0 0 6,42,48,248 0 0 

3. Total inoome from rates and 2,46,40,826 0 0 2,87,86,022 0 0 2,98,92,312 0 0 3,27,00,641 0 0 3,71,16,960 0 0 

taxes. 

4. Per capita incidence of total 17 12 2 20 8 2 21 13 4 23 6 3 21 8 4 

inoome. 

6. Percapitaincidenceofinoome 11 13 7 13 14 6 14 6 9 16 12 8 14 13 7 

from rates and taxes. 



Arudix to Kh»» tFPAM —CenUh 



1947-48 


1948-49 


1949-60 



1950-61 



1951-52 



B.— Ditails or Ixcomk — contd. 

Rs. 



Rs. 


Rs. 



Rs. 



Rs. 



11. Non-Tax Revenue 















(A) Grants frorf Government— 















• 

(i) For Roads and Buildings 




4,408 0 0 
(2 years’ grants) 

<2,204 

0 

0 

2,204 

0 

0 

1,72,314 

0 

0 

(ii) For Education 

• • 



• • 


•• 



•• 



•• 



(iii) For Medioal and Publio 
Health purposes. 

11,800 

0 

0 

23,600 0 0 
(2 years’ grants) 

•• 



23,600 0 0 
(2 years’ grants) 

11,800 

0 

0 

(iv) For other purposes— 















(a) Dearness concessions . 

56,00,800 

0 

0 

76,12,800 0 

0 

76,62,603 

0 

0 

77,38,590 

0 

0 

77,36,032 

0 

0 

(6) Miscellaneous 

76,416 

0 

0 

59,073 0 

0 

46,008 

0 

0 

73,674 

0 

0 

76,766 

0 

0 

(B) Fees and fines . 

3,75,172 

0 

0 

9,95,913 0 

0 

11,93,624 

0 

0 

12,94,292 

0 

0 

14,66,366 

0 

0 


(C) Miscellaneous— 

(i) From Mpl. Mkts., 
Slaughter houses and 
Dhobikhanas. 

(ii) From Sale of Water 

(iii) From other sources 


Total 


17,86,423 0 0 22,96,367 0 0 23,79,806 0 0 27,10,445 0 0 27,66,220 0 0 


10,73,171 0 0 
34,10,642 0 0 


9,79,794 0 0 13,27,970 0 0 

17,09,842 0 0 27,03,344 0 0 


9,99,420 0 0 14,47,922 0 0 

28,92,073 0 0 36,16,888 0 0 


3,67,74,149 0 0 4,24,66,819 0 0 4,62,06,871 0 0 4,84,34,839 0 0 6,43,08,248 0 o 


(а) According to census of 1941. 

(б) According to census of 1951. 


C.—D»wdts or Exfmditub*. 


Details of Expenditure 


1947-48 

1948-49 

1949-60 



Rs. 

nJfM H 

Rs. 

Rs. 

Rs. 

Rs. 

1. Administration . . • 

• 


54*95,444 


58,80,919 


58,88,333 

II. Servioaa— 








(a) Fire* .... 

• 

4,63,013 


8,66,517 


3,67,867 


(6) Lighting . . 

• 

14,46,710 


18,40,266 


16,61,098 


(e) Water Supply ... 

• 

49,93.270 


60,73,894 


60,58,093 


(d) Drainage 

• 

20,75,864 


22,98,806 


24,79,620 


(s) Coaservanoy . 

• 

86,01,982 


80,81,236 


88,86,946 


(/) Publio Works . 

• 

18,88,497 


21,71,171 


21,06,288 


(g) Primary School . . 

• 

24,16,218 


29,79,986 


27,82,419 









9 ii 99 99H 









III. Medical and Publio Health . 

• 


30,07,218 


37,86,188 


38,91,212 

IV. Roads and buildings 

• 


12,58,310 


10,67,628 


18,87,784 

V. Miscellaneous — 








(a) Loan charges . 

• 

66,22,916 


68,27,847 


64,98,362 


' (6) Contribution to Improvement 

22,64,446 


28,23,128 


24,91.611 


Trust. 








(e) Other expenses 

• 

19,68,069 

97,45,420 

17,82,630 

96,33,308 

23,92,998 

1,03.78,P56 

Total 

• 


3,93,84,936 


4,41,68,914 


4,67,28,47 


* Contribution to the Fire Brigade oeased with effect from 1900-61 under the We»t Bengal yirttSwribe* Act; i960. 
22 finance/55 * 
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Apfeicdix to Memorandum ‘A’— contd . 


Details of Expenditure 


I. Administration 
II. Services— 

(i) Fire* 

(6) Lighting 

(c) Water Supply 

(d) Drainage . 

(e) Conservancy 
(/) Publio Works 
Iff) Primary School 


III. Medioal and Publio Health 

IV. Roads and buildings . . 

V. Miscellaneous— 

(a) Loan charges 


(6) Contribution to Improvement Trust 
(c) Other expenses .... 


63,70,123 


66,67,967 


20,60,085 

67,53,311 

26,30,040 

98,53,073 

22,60,809 

29,58,680 


55,65,501 

26,34,648 

23,71,676 


2,65,24,998 

37,07,851 

17,92,244 


1,03,71,825 

4,87,67,041 


20,000 

(Arrear) 

18,67,217 

79,18,322 

29,78,481 

1,00,69,689 

22,22,388 

29,44,004 


63,90,669 

30,20,575 

20,26,153 


2,80,20,101 

42,87,691 

20,65,441 


1,04,37,297 

5,14,78,487 


MEMORANDUM B. 

Notes and Views on Individual Local Taxes. 

1. Taxes on advertisements other than those appearing: 
in newspapers. 

Section (a )—Origin and Development. 

(1) Summary of main features, etc. 

In the Calcutta Municipal Act, 1923, there was no 
specific section authorising the levy of advertisement 
tax by the Corporation of Calcutta. The Corporation 
had, however, an authority to make by-laws for regu¬ 
lating the posting or painting of advertisements in or 
adjacent to or visible from public streets or other public 
places under Section 478(18) of the Act. Also, under 
Section 498(2) -of the Act, the Corporation was em¬ 
powered to charge a fee for license and written permis¬ 
sions granted under any rule or by-law. Some years 
ago, in its search for additional sources of revenue, the 
Corporation utilised the above powers in introducing 
an advertisement tax. It framed by-laws under section 
478(18) of the Act for regulation and control of signs 
and signboards and obtained the approval of the State 
Government to these by-laws as required under section 
482 of the Act— Vide Government Notification No. 
M.2B-28/50, dated 11th April, 1951. The by-laws were 
.also published in the Calcutta Gazette on the 5th July, 
1951, under section 486 of the Act. In by-law 7, pro¬ 
vision was made for charging fees for the grant of 
license under the by-laws 1 and 4 and a schedule of 
fees for the grant of such licenses was appended to the 
bylaws. Thus advertisement tax was levied for the 
first time in the year 1951-52 in the form of a license 
fee. 

The present Calcutta Municipal Act, 1951, came into 
force from the next year, i.e., 1952-53. In this Act, 
specific power has been given to the Corporation for 
charging license fee for advertisements—Vide Chapter 
XVI. But the scope of the tax has been greatly 
reduced. 

(2) Rates of levy, exemptions, etc. 

The scale of license fees for advertisement as origi¬ 
nally fixed is appended to the by-laws a copy of which 
has already been supplied. These by-laws, however, 
require an amendment on account of the various limi¬ 
tations imposed under the present Municipal Act, An 


amended by-law in conformity with the provisions of 
the present Municipal Act is in the process of prepara¬ 
tion. A new scale of fees is also being fixed. A copy 
of the draft rules under section 229 of the Municipal 
Act regarding levy of license fees on advertisements as 
sanctioned by the Corporation on 25th September, 1953, 
is enclosed. 

As regards limitations and exemptions, these are 
given in section 233 of the Calcutta Municipal Act, 1951, 
which may be referred to. 

When the tax was levied for the first time in the 
year 1951-52, there was vehement opposition to its levy 
from various quarters on account of hardship on the 
tax-payers. A large number of signs and signboards 
was taken down and bitter protests were made. It 
became very difficult to collect the tax. A small 
amount of Rs. 2i lakhs only was collected in that year 
against the anticipated amount of Rs. 10 lakhs. In 
fact, the total amount that could be assessed was only 
Rs. 2J lakhs. On account of the stiff opposition to the 
imposition of this tax, various limitations and exemp¬ 
tions had to be introduced in the present Municipal Act 
as a result of which the scope of the tax has been 
greatly reduced. 

When the tax was first introduced in the year 1951- 
52, a minimum income of Rs. 10 lakhs per year was 
anticipated from this source. But on account of the 
various restrictions and exemptions allowed in the 
present Municipal Act, there is hardly any scope for 
an appreciable income from the tax. In the present 
set-up, this tax can hardly be expected to yield more 
than Rs. 2 lakhs. Thus the effect on revenue of the 
changes introduced in. the present Municipal Act Is a 
loss of about Rs. 8 lakhs in income. 

(3) Assessment, Collection, Administrative set-up, etc. 

This tax is assessed as well as collected by the 
License Department of the Corporation. There is no 
specific allotment of staff for the purpose of assessment 
or collection of this tax. The whole municipal area 
is divided into several wards and some staff is allotted 
for each ward. They assess and collect all sorts of 
license fees and taxes realisable from the ward. There 
is a license manual for the guidance of the staff of the 
License Department in the matter of assessment and 
collection of all license fees and taxes, Reference may 
be rqpde to that Manual, 
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(4) Receipts and (5) Arrears. 

A chart is given below showing year by year the 
amounts budgetted for, the actual realisations made 
and the arrears :— 


Year 

Budget 

Actuals 

Arrears 


Rs. 

Rs. 

Rs. 

1951-52 

10,00,000 

2,30,890 

43,633 

1952-53 

5,00,000 

62,857 

95,577 

1953-54 

1,00,000 

1,25,000 



(Revised Estimate). 


(6) Evasion and Avoidance, etc. 

Vide reply under “ Profession Tax 

Section (b )—Replies to Questions. 

Question 126 (ii).—The Local Finance Enquiry Com¬ 
mittee has recommended that the net proceeds from this 
source of revenue included in the State List in the 
Seventh Schedule of the Constitution shall be made 
exclusively available to local authorities. In the reply 
to the Questions 185 to 187, it has already been stated 
that advertisement tax should be imposed and collected 
by local bodies in big cities and the entire amount 
should be the property of those bodies. The power to 
allow exemptions and impose restrictions should be 
vested in the local bodies instead of being incorporated 
in the Acts constituting local bodies in order to enable 
them to develop the tax from time to time as the 
situation demands. 


2. General Property Tax and “ Service ” Taxes. 

Section (a)—Origin and Development. 

(1) Summary of main features, etc. 

Tfce Calcutta Municipal Act, 1899, which came into 
force on 1st April, 1900, authorised the Corporation of 
Calcutta to levy a general rate on all lands and build¬ 
ings apart from three other rates for rendering services, 
viz., water-rate, lighting-rate and sewage rate (Vide 
Section 147). In the Calcutta Municipal Act, 1923, 
which came into force on 1st April, 1924, there was no 
provision for the levy of separate rates for the services 
rendered. All the service rates including the general 
rate on lands and buildings were combined into one 
rate called the Consolidated Rate (Vide Section 124). 
The same policy is continued in the present Calcutta 
Municipal Act, 1951, which came into force on 1st 
May, 1952 (Vide Section 165). 

(2) Rates of levy, exemptions, etc. 

The maximum rates at which General Property Tax 
and Service Taxes could be levied under the Calcutta 
Municipal Act, 1899, were as follows :— 

(a) General rate—not exceeding 13 per cent, on 

the annual valuation of lands and buildings ; 

(b) Water rate—not exceeding 6 per cent, on the 

annual valuation as aforesaid ; 

(c) Lighting rate—not exceeding 2 per cent, on the 

annual valuation as aforesaid; 

(d) Sewage rate—not exceeding 2 per cent, on the 

annual valuation as aforesaid. 

It was, however, stipulated that lands and buildings, 
no part of which was within 150 yards of the nearest 
stand-post or other supply of filtered water available 
to the public should be assessed to Water rate at 3 per 
cent, less than those otherwise situated (Vide Section 
147). 

Thus the maximum Consolidated rata leviable under 
the Municipal Act of 1899 was 23 per cent, of the 
annual valuation of lends and buildings. In the actual 
practice, Consolidated rate was levied at 19J per cent, 
on the following basis :—General rate—9£ per cent. ; 
Water rate—6 per cent.; Lighting rate—2 per cent. ; 
and Sewage rate—2 per cent. These rates were varied 
from time to time during the currency of the Municipal 
Act of 1899 without altering the total percentage, viz., 
194 per cent. In the last year of the currency of that 
Act, i.e., 1923-24, the Consolidated rate of 194 per cent, 
was made up as follows :—General rate—12 per cent. ; 
Water rate—4 per cent.; Lighting rate-^-1'75 per cent.; 
and Sewage rate—1-75 per cent. 


When the Calcutta Municipal Act, 1923, came into 
force on 1st April, 1924, the service rates were abolish¬ 
ed and one single rate, viz., the Consolidated rate was 
levied. The maximum Consolidated rate leviable under 
this Municipal Act was also 23 per cent, as in the Act 
of 1899 (Vide Section 124). In actual practice also, 
Consolidated rate was levied at 194 per cent, as before 
The same rate of 194 per cent, continued year after 
year until 31st December, 1936, when in order to liqui¬ 
date the expenses for construction of the new Howrah 
Bridge, the percentage of the Consolidated rate was 
increased to 20 per cent, under the Howrah Bridge 
Act, 1926. The increase of J per cent, being payable 
to the New Howrah Bridge Commissioners as Howrah 
Bridge Tax. This Howrah Bridge Tax is still conti¬ 
nuing forming part of the Consolidated rate as an extra 
amount over the rate leviable under the Municipal 
Act. Again in the year 1946-47, when on account of 
the effects of the last World War there was an abnor¬ 
mal rise in the prices of materials and the cost of 
establishment, and the Corporation was faced with 
acute financial difficulty, the Corporation, to tide over 
this difficulty at least partially, raised the rate of 20 
per cent., including Howrah Bridge Tax, by 2 per cent, 
with effect from 1st April, 1947, although this increase 
was highly resented by the rate-payers on account of 
hardship due to the economic condition prevailing at 
the time. Thus the Consolidated rate was levied at 
22 per cent, of the annual value of all lands and build¬ 
ings from 1947-48, including Howrah Bridge Tax @ £ 
per cent., and this percentage continued until the year 
1951-52. 

Under the present Calcutta Municipal Act, 1951, 
there has been a change in the maximum rate at which 
the Consolidated rate can be levied. The maximum 
rate of 23 per cent, in the previous enactments has been 
reduced under the new Act in the case of lands and 
buildings of which the annual valuations do not exceed 
Rs. 12,000. There has been considerable reduction in 
the rate where the annual valuation does not exceed 
Rs. 3,000. The maximum rates now admissible are 15 
per cent, and 18 per cent, excluding the Howrah Bridge 
Tax of 4 per cent., where the annual valuations do not 
exceed Rs. 1,000 and Rs. 3,000 respectively. Where the 
annual valuation exceeds Rs. 3,000 but does not exceed 
Rs. 12,000, the maximum rate leviable is 22 per cent. 
plus i per cent, for Howrah Bridge Tax, whereas in 
the case of lands and buildings whose annual valuations 
exceed Rs. 12,000, it is 23 per cent, plus J per cent. 
Howrah Bridge Tax. There is, however, a provision 
in the Act that where the annual valuation exceeds 
Rs. 3,000, the maximum percentage may be raised upto 
33 per cent, excluding Howrah Bridge Tax with the 
approval of the State Government (Vide Section 165). 

In accordance with the aforesaid provisions in the 
present Municipal Act, the rate at which the Consoli¬ 
dated rate was levied previously, viz., 22 per cent, in¬ 
cluding Howrah Bridge Tax of 4 per cent, had to be 
lowered since the year 1952-53 where the annual valua¬ 
tions did not exceed Rs. 3,000. In fact, the Consoli¬ 
dated rate is now being levied at the maximum rates 
admissible under the statute, viz .:— 

(a) 15 per cent, where the annual valuation does 

not exceed Rs. 1,000 ; 

(b) 18 per cent, where the annual valuation 

exceeds Rs. 1,000 but does not exceed 

Rs. 3,000 ; 

(c) 22 per cent, where the annual valuation 

exceeds Rs. 3,000 but does not exceed 

Rs. 12,000; 

(d) 23 per cent, where the annual valuation ex¬ 

ceeds Rs. 12,000 plus 4 per cent, in each case 
as Howrah Bridge Tax. 

Under Section 166 of the Municipal Act, the Corpo¬ 
ration at the time of adopting the annual Budget Esti¬ 
mates of Receipts and Expenditure is required to deter¬ 
mine the levy of the Consolidated rate at such percen¬ 
tages not exceeding the maxima as mentioned above. 

In the year 1911, the Calcutta Improvement Act was 
enacted. Under the provisions of this Act, the Corpo¬ 
ration is required to contribute 2 per cent, of the annual 
valuation of the city to the Calcutta Improvement 
Trust. Thus, as against 154, 184, 224 and 234 P® r 
cent, of the annual valuations now levied as consoli¬ 
dated rate the Corporation is left with only 13, 16, 20 
and 21 per cent, respectively for its own purposes. 
At the present time the Corporation is required to make 
an annual contribution of a huge amount of about 
Rs. 36 lakhs. 
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There was a general feeling that the annual valua¬ 
tions of- lands and buildings fixed by the Corporation 
for assessment to taxes were below their real value. 
The Calcutta Corporation Investigation Commission 
which held an enquiry into the matter was definitely 
of this opinion. In its report, the Commission remark¬ 
ed that lands and buildings were not correctly assessed 
and their annual valuations were fixed at very low 
figures. On the order of the State Government, the 
Corporation undertook general revaluation of all the 
wards of the city simultaneously towards the end of 
the year 1948-49 although such revaluation was not then 
due in respect of many wards under Section 131 of the 
Calcutta Municipal Act, 1923. At that time, on account 
of the effects of the last World War and also due to 
the influx of a very large number of people from East 
Pakistan, there was a high rise in the value of pro¬ 
perties in West Bengal, particularly in the City of 
Calcutta and its suburbs. The general revaluation, 
therefore, resulted in a considerable increase in the 
annual value of lands and buildings of the City. 

There was vehement opposition from the rate¬ 
payers on the ground of hardship and many representa¬ 
tions were made to the Corporation and also to the 
State Government against such revaluation. The autho¬ 
rity of the Corporation to undertake the general re¬ 
valuation was also challenged in the court of law. The 
hill of the present Municipal Act was then drawn up 
and when it was on the anvil in the legislature, the 
members of the Legislative Assembly raised a very 
stiff opposition to its passage. Ultimately in order to 
mitigate hardship to the low income groups the bill had 
to be amended and a graduated scale was fixed for the 
levy of the consolidated rate which found its place in 
Section 165 of the Calcutta Municipal Act, 1951. Thus, 
instead of increasing the percentage on the valuation 
for the purpose of imposition of the consolidated rate 
il> order to meet the present heavy cost of city services, 
it was considerably lowered in some cases as already 
stated. Also, a progressive rate was introduced for the 
first time in the Calcutta Municipal Act. 

Besides the progressive scale for the consolidated 
rate, a new feature introduced in the present Calcutta 
Municipal Act is the grant of rebate of 6} per cent, on 
the consolidated rate of a premises on which a tube- 
well is sunk and no supply of water is taken from the 
municipal water mains (Vide Section 265). A rebate 
of 8$ per cent, is also allowable on the consolidated 
rate of a premises, situated in an unsewered area, in 
which septic tanks and sanitary privies and urinals are 
constructed (Vide Section 334). 

Another important feature of the present Calcutta 
Municipal Act, 1951 is the grant of a rebate for quick 
payment and imposition of interest for delayed pay¬ 
ment of the consolidated rate. A rebate at the rate 
of 3$ per cent, is allowed on payments made in the 
Municipal Office within 15 days from the date of pre¬ 
sentation of rate bills (Vide Section 235). Similarly, 
in case of delay in payment, interest at the rate of 
6$ per cent, per annum is charged from the commence¬ 
ment of the quarter following that in _ which rate bills 
are presented (Vide Section 236). Originally, the rate 
of interest was 4-11/16 per cent. It was raised to 6$ 
j>er cent, subsequently by the Calcutta Municipal 
(Amendment) Act, 1953. 

Under the previous enactments, plants and machi¬ 
neries were wholly excluded from assessment. But 
under the present Municipal Act, certain plants and 
machineries as shown in a schedule appended to the 
Act are liable to assessment. This is expected to 
Increase the annual valuation to a certain extent. 

The. effect of these changes in the Municipal Act on 
revenue is a heavy loss of income. Due to the grant of 
rebate and the introduction of the slab system of the 
consolidated rate, there has been a fall in revenue to 
the extent of about Rs. 25 lakhs on the basis of the 
present annual value of the city. This means that had 
not the slab system and rebate been introduced in the 
statute, the income from the consolidated rate at the 
previous rate of 21$ per cent, on the present annual 
value would have been more by about Rs. 25 lakhs than 
the income now derived. 

There is also another aspect of these changes. The 
introduction of four different slabs and the grant of 
rebate have thrown heavy additional burden on the 
Commissioners in determining the valution of their pro- 
tm0HLes to the rate-payers for making payment at the 
rrianiffTr of the different branches of the Municipal 
Office. This means an extra expenditure. Thus the 
finances of the Corporation have been affected in two 


ways, viz., a fall in revenue ana an increase in expen¬ 
diture. 

Again, the first two slabs, viz., 15 per cent, and 18 
per cent, are very low. These do not cover the cost 
of even the essential services, viz., water drainage, 
lighting and conservancy not to speak of other services 
such as roads and other public works, health measures, 
education, &c. 

Lands and buildings used exclusively for the pur* 
poses of public worship and public burial or burning 
grounds or other registered places for the disposal of 
the dead are statutorily exempted from the consolidated 
rate. Also, the Municipal Act has given discretionary 
power to the Corporation for exempting, either wholly 
or partially, from the consolidated rate any land or 
building used exclusively for purposes of public charity. 
There are also other provisions for exemptions —Vide 
Section 167 of the Calcutta Municipal Act, 1961. Again 
under Art. 285 of the Constitution of India, the pro¬ 
perty of the Union Government is exempt from the 
consolidated rate except such property as was liable 
or treated as liable before the commencement of the 
constitution. Many Union Government properties were 
Exempt from taxation under Section 154 of the Govern¬ 
ment of India Act, 1935 before the commencement of the 
.Constitution. In effect, therefore, a large number of 
the Central Government properties are now exempt 
from the consolidated rate. 

Fort William, although outside the municipal limits, 
receives benefit of city services on payment of a small 
charge. 

“ The owner of a bustee is liable to pay only seven- 
eighths of the actual amount of the consolidated rate 
leviable under the Municipal Act (Vide Section 202). 
He is thus given a concession of 12$ per cent. A reduc¬ 
tion of 10 per cent, is allowed to the Calcutta Port 
Commissioners on the annual valuation of their non- 
bustee properties whereas in the case of bustee pro¬ 
perties, the reduction is still higher, being 12$ per cent, 
as in the case of ordinary bustee owners. There is 
another special concession granted to the Calcutta*Pori 
Commissioners only. This is a very big concession. 
The concession is that the annual value of the Port 
Commissioners’ properties is determined on the actual 
cost incurred in purchasing lands and in erecting build¬ 
ings instead of on the capital value or annual rental 
value as in the case of all other lands and building^* 
These provisions are incorporated in the Calcutta Port 
Act under which the properties of the Port Commis¬ 
sioners are assessed to taxes, there being no provision 
in the Calcutta Municipal Act for the levy of consoli¬ 
dated rate on properties vested in the Port Commis¬ 
sioners. 

The effect on revenue of the aforesaid exemptions 
and concessions is the loss of income of a considerable 
amount. At present, the total amount of the consoli¬ 
dated rate of the properties enjoying obligatory exemp¬ 
tions is about Rs. 5$ lakhs and that of the properties 
to which exemptions have been allowed under the dis¬ 
cretionary power of the Corporation is about Rs. 2 
lakhs. The total loss on these two counts is about 
Rs. 7$ lakhs. 

Under the present Municipal Act, the Corporation 
has the discretion to exempt from the consolidated rate 
only those lands and buildings which are declared by 
the State Government as being used solely for the 
purpose of relief of the poor, education, medical relief 
or the advancement of any other object of public utility. 
As soon as such certificates are given by the State -. 
Government, the institutions put heavy pressure on the 
Corporation. Such pressure is on the increase inas¬ 
much as a large number of lands and buildings which 
were not previously exempted from the consolidated 
rate under the discretionary power of the Corporation 
has now received declarations from the State Govern¬ 
ment and it becomes well nigh impossible for the Cor¬ 
poration to resist such a pressure in the fact of the 
Government declarations. Thus the trend of discre¬ 
tionary exemptions is on the increase. 

The reduction in the annual valuations of the Port 
Commissioners’ properties by 10 per cent, and 12$ per 
cent, amounts to a loss of income of about Rs. 2 lakh* 
which the concession enjoyed by the bustee owners I* 
a loss of income of about Rs. 3 lakhs. The total Ion 
in income is thus about Rs. 5 lakhs. Also, a heavy 
amount is lost from the concession given to the Fort 
Commissioners in determining the valuation of their pro¬ 
perties on the' basis of actual cost of purchase and 
construction. Most of the lands were acquired long 



**° only a few rupees per eottah and the cost of 
construction of old buildings Is also very low in com¬ 
parison with the present market conditions. Thus the 
annual value of the Port Commissioners’ properties is 
very low and this affects considerably the Income from 
the consolidated rate.” 

(3) Assessment, Collection, Administrative set-up, etc. 

The power of assessment to the consolidated rate is 
in the Commissioner by the Calcutta Municipal 
Act, 1951 (Vide Section 172). In actual practice asses&- 
nt a made by an officer known as Assessor with the 
of his staff, viz., Deputy Assessor, Assistant 
^ssors, Sub-Assessors, Assessing Inspectors, Sec. 
- power is delegated to the Assessor by the Commis¬ 
sioner under Section 34 of the Municipal Act. 

Section 172 also lays down that if the State Govern¬ 
ment so directs General Revaluations shall be made 
by such agency as the State Government may appoint. 
This provision has apparently been made by way of a 
safe-guard against any unfair assessment by the Com¬ 
missioner. 

According to the present administrative set-up of 
the Assessment Department, Assessor is the Head of 
the Department. He is in-charge of General Revalua¬ 
tions whereas his -deputy known as Deputy Assessor is 
in-charge of Intermediate valuations (Supplementary). 
Assessments are made initially by Assessing Inspectors 
who are under Sub-Assessors. Sub-Assessors of the 
General Revaluation Section are under Assistant Asses¬ 
sors and the latter are under the Assessor in the hier¬ 
archy whereas Sub-Assessors of the Intermediate Valua¬ 
tion Section are direct under the Deputy Assessor. 
For the organisational chart of the Assessment Depart¬ 
ment reference may be made to Appendix XIII of the 
Report of the Calcutta Corporation Investigation Com¬ 
mission (Vol. II—-Part II, Page 405). 

Under Section 182 of the Calcutta Municipal Act, 
1951, the power to hear objections against assessment 
is vested in the Commissioner or a Deputy Commis¬ 
sioner or an Officer specially appointed by the Corpora¬ 
tion with the approval of the State Government. After 
the assessment of any ward is completed, the valua- 
; Mims are entered in a list called the Assessment list, 
and a-public notice is issued stating the place where it 
may be inspected (Section 178). A special notice is 
also given both to the owner and to the occupier when¬ 
ever assessment is made for the first time or the previ¬ 
ous valuation is increased. (Section 180). Thereafter 
objections against assessments are received and enter¬ 
ed in a register called the Register of Objections. The 
objections are then heard in the presence of the objector 
or his agent and orders passed are recorded in the 
Register of objections with brief reasons for such 
orders. Copies of the orders are sent by registered 
post to the owners and occupiers affected (Sections 181 
and 182). Appeals against such orders lie to the Court 
of Small Causes. There is a further appeal from the 
decision of the Court of Small Causes to the High 
Court (Section 183). 

The Commissioner is also vested with the power of 
revision of assessment at any time under certain cir¬ 
cumstances —Vide Section 188. He may either reduce 
apy valuation or increase it where the undervaluation 
at the time of the last general valuation was substan¬ 
tial and due to fraud misrepresentation, mistake or 
error. The Commissioner may delegate his power of 
revision but not in the case where the valuation is 
Increased. 

Before the enforcement of the present Municipal Act, 
Consolidated rate was collected by the Collection De¬ 
partment which is in-charge of an officer known as 
the Collector and the Department is divided into 15 
administrative divisions for the collection of the con¬ 
solidated rate, each division being in-charge of one or 
more Inspectors. Actual collection was made by Bailiffs 
by going over to the rate-payers and the amounts col¬ 
lected by them were deposited into the Treasury 
Department. The work of the Bailiffs is supervised by 
Inspectors and above the Inspectors are two Assistant 
Collectors who are just below the Collector. For the 
organisational set-up of the Collection Department 
reference may be made to Appendix XIX of the Report 
of the Calcutta Corporation Investigation Commission 
(Vol. II—Part II, Page. 433). 

Hie organisation of the Collection Department is the 
same at present as before. But the mode of collection 
has changed since the new Municipal Act came into 


farce. Under the present method, collection ij made 
mostly at the counters of the different branch offices of 
the Corporation and at the Head Office. This is due 
to the introduction of the rebate system. In order 
to enable a rate-payer to take advantage of the rebate, 
he must deposit the tax in the Municipal Office wi thin 
15 days from the date of presentation of the rate hilL 
The present method of collection of the consoli dated 
rate is in brief as follows :— 

After receipt of the rate bills from the Assessor by 
the Collector, presentation slips are made over to the 
Bailiffs for presentation to the rate-payers according 
to a prescribed programme and the rate bills are ftm 
to the counters at the Head Office or the District OfltCdk 
as the case may be (Section 235). Each Counter is 
manned by two persons, one under the Collector and 
the other under the Treasurer. The Collector’s featf 
is in-charge of the rate-bills and the Treasurer's B 5 
receives payments from the rate-payers and is resflpn* 
sible for the collections at his counter. The rate 
which remain uncollected at the counters are midi 
over to the Bailiffs who sdrve notices of demand (Seo> 
tlon 236) and if default continues issue warrantor 
Warrants are executed by distress and sale of movable 
property under the supervision of Inspectors (Section 
232). A portion of the collection is also made by the 
Law Department. The Collector with the approval of 
the Deputy Commissioner transfers to the Chief Law 
Officer such rate bills as he fails to collect by coercive 
measures open to him and the Chief Law Officer collect? 
them either by service of legal notices or by filing suits. 

A statement showing the approximate costs of admi¬ 
nistration and collection of the consolidated rate m 
compared with Receipts for the five years from 1947-48 
to 1951-52 is appended (Vide Statement I). 

(4) Receipts and (5) Arrears. 

Receipts.—A statement showing demand, collection 
and argear of the consolidated rate, year by year, fonvthe 
last 10 years from 1942-43 to 1951-52 is appended (Vide 
Statement II). 

Trends in Receipts and Arrears.—The percentage of 
collection of the current demand increased steadily fmn 
1942-43 to 1945-48. It increased by about 5 per cent; in 
the course of these four years, viz., from 87 per cent, to 
92 per cent. In the next two years, viz ., 1946-47 am] 
1947-48, the collection suddenly fell by about 8 per 
rn the next year, i.e., 1948-49 there was a rise by abotlt 
5 per cent. Since then there has been a steady fall 
in the rate of collection and in the course of the four 
years from 1948-49 to 1951-52, it came down by about 
5 per cent. As regards arrears, the percentage of col¬ 
lection increased from about 28 per cent, to about 41 
per cent, in the course of the ten years under review; 
Taken as a whole, i.e., both current and arzear bills, the 
position In the year 1951-52 was the same, more og"" 
less, as ten years back, viz., 71 per cent, although in 
between these years, the percentage rose to 77 per cent 

Explanation of trends in Receipts and Arrears.—The 
main reasons for fall in receipts and consequent rise in 
arrears are as follows :— 

(i) The sudden heavy fall In the years 1946-47 
and 1947-48 was due to the “ Great Com¬ 
munal Riot ” in the city on the eve of Inde¬ 
pendence. 

(li) The gradual fall since the year 1949-50 is due 
to heavy pressure on the rate-payers owing 
to issue of a large number of supplementary 
bills every year under Section 164 of the 
Municipal Act of 1923. These bills could not 
be issued earlier on account of serious dis¬ 
location of work due to the communal riot 
in the years 1946-47 and 1947-48 and thsre- 
after on account of general revaluation of 
the entire city taken up at a time. 

(ill) Increased tax burden on the rate-payer* to 
respect of current bills in addition to supple*- 
mentary bills on account of a heavy incnMte 
in the annual valuations of the propertied 
The current demand increased by a crorie of 
rupees in the course of the last five yean 
from 1947-48 to 1951-52 which means an lid 
crease of Rs. 20 lakhs per year on an average 
against the normal increase of Rs. 5 Jakhi 
a year. 

(iv) Dispute with the State Government regarding , 
assessment of the Legislative Assembly HoHMa 
This accounts for about Rs. 13 lafcM to tha 
arrear at the end of the year 1951*f& 
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(v) Stoppage of payment of rate bills by Central 
Government on their properties under Section 
154 of the Government of India Act, 1935 
and Art. 285 of the Constitution. These rate 
bills amount to about Rs. 29 lakhs on 31st 
March, 1952. 

(6) Evasion and avoidance, etc. 

There is not much loop-hole for assessees to evade 
the assessment of their properties to the consolidated 
rate. There is a prescribed procedure ensuring co¬ 
ordination between the Building and the Assessment 
Departments. Besides, the valuations of the properties 
being subject to periodic revision, which is not usually 
entrusted to the same set of officers and other employees, 
the amount involved under the head avoidance and 
evasion may be considered negligible. Moreover, there 
being an Anti-corruption Department and the relation 
between landlords and tenants being now-a-days gene¬ 
rally strained, any evasion or avoidance generally 
comes to light; and steps can be taken according to 
the special provisions of section 188 of the Act to safe¬ 
guard the revenue of the Corporation from this source. 

Section (b)—Replies to Questions. 


Question 207 

Service Taxes .—The question of levy, collection, etc., 
of service taxes by the Corporation of Calcutta does 
not arise. The Calcutta Municipal Act, 1951 constitut¬ 
ing the Corporation does not provide for levy of special 
service rates. There is only one rate called the con¬ 
solidated rate. As the city of Calcutta is now a deve¬ 
loped area .and all the services are spread throughout 
the area, the question of imposition of separate rates 
for services should not arise. 

State Government Properties .—In the matter of 
taxation of properties by a local authority within its 
area there should be no discrimination between one 
property and another. Port 'Trust properties, State 
Government properties and railway and other proper¬ 
ties of the Central Government should not be exempted 
from property tax, either wholly or partially. The pro¬ 
perties of the State Government of West Bengal within 
the municipal limits of Calcutta are subject to taxation 
like private properties. Government has also informed 
the Corporation that its lands and buildings used in 
connection with State trading or the running of public 
utility concerns are subject to local taxation like pri¬ 
vate property. 

Central Government properties .—As regards Central 
Government properties, representations have already 
been made for making these liable to local taxation like 
private properties. State Government of West Bengal 
has also informed the Corporation that it has moved 
the Central Governmet to enact legislation so as to 
enable local bodies to levy taxes on Central Govern¬ 
ment properties or to make contributions in lieu there¬ 
of. It is now necessary that an early order be passed 
accordingly. The Local Finance Enquiry Committee 
also holds the same view. Its recommendation runs as 
follows :— 

“ While Union Government properties may continue 
to enjoy statutory immunity from local taxation, the 
Union Government should adopt the practice of Govern¬ 
ments in other countries and make a contribution to 
local bodies in lieu of such taxes. That contribution 
should not be limited by any artificial date line.” 

On account of immunity of Central Government pro¬ 
perties from local taxation, the Corporation is suffering 
a heavy loss. Many large buildings have been newly 
erected in the city by Central Government for their 
offices, trading and public utility undertakings, such as 
New Mint, Automatic Telephone Exchange Buildings 
&c. The Corporation is required to render services 
without payment for the same. Pending final decision 
on the question of taxation of Central Government pro¬ 
perties, payment is being made in respect of the Auto¬ 
matic Telephone Exchange Buildings only at 11 per 
cent, of the annual valuation. Many old buildings cf 
Central Government which were not affected by Section 
154 of the Government of India Act, 1935 or Art. 285 
of the Constitution and had thus so long been subject 
to taxation are being replaced by new big buildings and 
the result is that the Corporation is being deprived 
even of the existing income from them while the present 
cost of giving amenities to the rate-payers has increased 
considerably. 


Railway properties. —The Railway Board expressed 
its reluctance before the Local Finance Enquiry Com¬ 
mittee to relax the restrictions in regard to taxation of 
railway properties by. local authorities. But the Com¬ 
mittee recommended that the liability of railways for 
both general and service taxes should be recognised as 
in the Government Notification No. 9977, dated 29th 
November, 1907 which runs as follows :— 

“In persuance of clause (1) of Section 135 of the 
Indian Railway Act, 1890 (IX of 1890), and in super- 
session of the Notification of the Government of India 
in the Public Works Department, No. 270, dated the 
12th June, 1890, and No. 136, dated 5th April, 1893 the 
Governor-General in Council is pleased to declare that 
every railway administration in British India shall 
thereafter be liable to pay in respect of property within 
any local area, every tax which may lawfully be im¬ 
posed by any local authority in aid of its funds, under 
any law for the time being in force. ’’ 

The Local Finance Enquiry Committee also remark¬ 
ed that the stress now laid on payment for services 
rendered as a criterion for local taxation was not justi¬ 
fied. The question was dealt with by two Arbitrators 
appointed by Government of India, once in 1937 and 
again in 1948, in connection with disputes as regards 
municipal taxation between Bombay Corporation and 
Bombay Railways. Both the Arbitrators held that the 
determination of local taxation on the “ services ren¬ 
dered ” basis was unsound. 

In accordance with the decision of a High Court 
Judge as Arbitrator on the dispute between Calcutta 
Corporation and the Railways on the question of pay¬ 
ment of taxes under Railway (Local Authorities Taxa¬ 
tion) Act, 1941, the Corporation is now getting conso¬ 
lidated rate from Railway properties except the 2 per 
cent, increase made in the year 1947-48 and a further 
1J per cent, increase under the present Municipal Act, 
1951. The Railway authorities should pay these amounts 

Port Trust Properties. —The properties of the Calcutta 
Port Commissioners are assessed under the Calcutta 
Port Act on the cost of acquisition of land and con¬ 
struction of buildings and not on the value at the time 
of assessment as required under the Municipal Act. 
This point was examined by the Local Finance Enquiry 
Committee who remarked as follows :— 

“ Most of the lands now vesting in the Port Commis¬ 
sioners were acquired nearly a century ago when land 
values were very low as compared with present day 
values of land in Calcutta. Owing to this differentia¬ 
tion the valuation of Port properties has been very low 
and the Corporation has been sustaining a big loss. ” 

The Corporation has been making representations 
from time to time for ending this discrimination in 
favour of the Port Commissioners’ properties. The 
Calcutta Corporation Investigation Commission made a 
definite recommendation that the method of valuing 
Port Commissioners’ properties under the Calcutta Port 
Act should be changed and the provisions for assess¬ 
ment in the Calcutta Municipal Act should apply. As 
a result of these, the State Government of West Bengal 
informed the Government of India of its intention to 
sponsor legislation to amend the relevant sections of 
the Calcutta Port Act. 

Before the Local Finance Enquiry Committee, an 
agreement was reached on 21st September, 1950 between 
the Corporation and the Port Commissioners in the 
matter of assessment of the Port Trust properties by 
the Corporation. The terms of the agreement are briefly 
as follows :— 

(1) Land covered by roads, water areas of the docks, 
canals and railways will continue to be assessed as at 
present on the actual cost of acquisition. 

(2) All land, except land rented to tenants, will be 
valued at Rs. 1,000 per cottah bn the basis of the actual 
area. 

(3) Land acquired and accreted at a future date will 
be assessed on the actual cost of acquisition. 

(4) Land rented out to tenants will be assessed on 
the basis of the annual rent payable to the Commis¬ 
sioners. 

(5) Structures and buildings erected by tenants on 
land vested in the Commissioners and let out to them 
will be assessed at 6 per cent, of the estimated present 
cost less a reasonable amount to be deducted on account 
of depreciation, if any. 

(6) 5 per cent, of the annual rent from rented lands 
as under (4) will be deducted from the total annual 
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assessed value of the Commissioners’ property to cover 
the annual value of improvements on rented land. 

(7) All future expenditure on capital improvements 
on rented land will be excluded 'from taxation. 

The Local Finance Enquiry Committee recommend¬ 
ed that the agreement should be adopted and steps 
should be Jaken to give legislative effect to its terms. 
Three years have since passed. Immediate action 
should be taken to give effect to the agreement as sug¬ 
gested by the Local Finance Enquiry Committee. 


Replies to Individual Questions. 

Question 203.—General Property Tax. 

(A) A statement showing the number of rateable 
properties, annual valuation and quarterly demand for 
consolidated rate for the 3rd quarter of 1953-54 under 
each slab Is appended. (Vide Statement III). 

(B) It has already been stated that State Govern¬ 
ment property is liable to taxation like private property. 
As regards Central Government properties, an addi¬ 
tional receipt of about Rs. 14 lakhs per year is expected 
if these are made liable to the usual property tax. 


STATEMENT I. 


Statement showing receipts and approximate cost of administration and collection of Consolidated rate. 





1947-48 

1948-49 

1949-60 1950-61 1961-62 




R*. 

Rs. 

Rs 

Rs. 

Rs. 

Receipts . 

. 


2,19,50,635 

2,56,26,182 

2,66,78,201 2,93,99,590 3,36,68,634 

Cost of Administration* 


16,91,620 

17,25,477 

17,73,275 18,79,094 

18,61,688 

Percentage 



7-71% 

6-73% 

6 -66% ' 6-39% 

5-53% 

Cost of Collection* 



8,80,412 

9,03,163 

9,42,385 10,29,037 

10,39,653 

Percentage 



- 4-01% 

3-52% 

3-53% 3-5% 

3-09% 

* Includes cost of stationery, printing, registers and other contingent and overhead charges. 





STATEMENT II. 





Statement 

showing Demand, 

Collection 

and Arrear of the Consolidated rate. 


Tear 

Current Bills 


Arrear Bills 


Total 


Demand 

1 

Collection Percentage 

Demand 

Collection Percentage 

Demand Collection 

(after refund' 
etc.) 

4 

Percentage 

1 

2 

3 4 

5 

m 

7 

8 9 

10 


Rs. 

Rs. 

Rs. 

Rs. 


Rs. Rs. 


1942-43 . 

1,91,90.539 

1,07,46,572 87-25 

63,88,098 

17,86,699 

27-97 

2,55,78,637 1,84,00,201 

71-94 

1943-44 

1,97,66,643 

1,75,76,695 88-92 

68,99,685 

18,82,969 

27-00 

2,66,65,328 1,93,86,822 

72-70 

1944-46 

2,01,64,233 

1,82,84,420 90-68 

68,30,022 

20,48,411 

29-99 

2,69,94,255 2,02,95,253 

T6-MP 

1946-46 

2,06,32,249 

1,89,77,207 91-97 

65,17,864 

19,77,914 

3035 

2,71,50,113 2,09,38,983 

77-12 

1946-47 

2,11,68,236 

1,77,77,619 83-98 

63,60,990 

17,78,963 

27-87 

2,76,29,226 1,96,32,977 

70-96 

1947-48 

2,32,62,660 

1,94,07,004 83-43 

80,24,056 

25,58,232 

31-88 

3,18,86,716 2,19,60,636 

70-16 

1948-49 

2,47,49,122 

2,19.60,435 88-73 

93,65,134 

37,78,092 

40-34 

3,41,14,256 2,56,26,182 

75-12 

1949-60 

2,64,56,853 

2,28,47,271 86-36 

98,10,828 

38,87,156 

39-62 

3,62,67,481 2,66,78,201 

73-66 

1960-51 

2,87,34,568 

2,44,01,972 84 92 

1,19,01,541 

51,01,102 

42-86 

4,06,36,109 2,93,99,590 

72-36 

1951-52 

3,34,38,131 

2,80,58,863 83 91 

1,40,31,130 

57,76,284 

41-17 

4,74,69,261 3,36,68,634 

70-93 




STATEMENT III. 


■ 


Statement showing Rateable Properties, Annual Valuation and Quarterly Demand of Consolidated rate under 

each slab. 

Slab 


Number of 
Rateable 
property 

Annual 

Vsluation 

Quant : ty 

Demand (3rd 
Quarter of 
1953-64) 

Remarks 





Rs. 

Rs. 




16 per cent 


52,801 

2,55,67,800 

9,58,418 



18 per cent 

- 

21,030 

3,45,33,400 

15,54,005 



22 per cent 


8,072 

4,27,98,300 

23,53,907 



23 per cent 

. 

1,750 

6,86,27,600 

39,46,087 



19J per cent 

. 

129 

27,67,300 

1,34,906 



12 per cent 

10 per cent 

. 

11 

1 

22,800 

7,000 

2,736 

177 J 

■ Railway propertiee. Not paying at 
increased rates under Art. 285 of 
the Constitution. 


Total 

83,800 

17,43,14,200 

89,50,236 


















HYDERABAD 


Replies of the Cantonment Board, Aurangabad to the Questionnaire and the 
Supplementary Questionnaire of the Taxation Enquiry Commission. • 


PART VI.—LOCAL TAXATION 

Question 185.—The system of Local Taxation in India 
is considered generally satisfactory. 


Service Taxes or the actual cost of services rendered 
under an agreement. 

Qnestion 208.—No comments. 


Question 186. —Does not arise in view of answer to 
Question 185. 


Question 209.—Indirect taxes ought to be reduced to 

a minimum. 


Questions 187 to 194.—No remarks. 

Question 195.—No. 

Question 196.—No remarks. 

Question 197.—No comments. 

Question 198 .—First Part —No. 

Second Part .—It is agreed that local bodies should use 
their powers of taxation to the fullest extent; but it is 
considered that the local sources alone are not sufficient 
to meet the present day obligatory expenditure of local 
bodies and as such grants-in-aid from Central/State 
Revenues would be necessary. 

Question 199.—(ii) (a) and (iiii) would be preferred 
as this would not entail overlapping of responsibility. 

(A) (a) The taxes in view are the Motor Vehicle Tax, 
Entertainment Tax and Sales Tax. 


Question 210.—Yes. Direct taxes should be levied 
m an equitable manner. Levy of surcharges on sales 
tax by local bodies does not seem feasihle and desirable. 

Question 211.—No comments. 

Question 212.—No comments. 

Question 213.—No comments as this body is not in 
favour of octroi duty. 

Question 214.—Yes. 

Question 215.—No. 

Question 216.—No. 

Question 217 .—First Part —Pilgrim tax should be 
restricted to places of pilgrimage only. 

Second Part —No. 


Question 200.—Yes, a more rational system is desir¬ 
able. A uniform basis on the annual rental value of 
property should be adopted. 

Question 201.—The basis of annual rental value 
should be adopted. 

Question 202.—No. The property tax should be left 
to be exploited by the local bodies. Rather than inter¬ 
vening to impose an urban immovable propeity tax, the 
State Government should make a local body to impose 
the tax to the fullest extent desired and on its failure or 
refusal: .to do so, the States’ Grant-in-aid may be with¬ 
held on this account. 

Question 203.—Annual Rental Value of property. 

Yes, rental values—say below Rs. 50 or Rs. 60 per 
annum. 


Question 218.—No comments. 

Question 219.—No comments. 

Question 220.—Instead of local bodies levying Pro¬ 
fession Tax, it is considered that the range of the income 
tax may be widened and the local body paid a eertain 
percentage of the tax collected from the area under its 
jurisdiction. 

Question 221.—As far as possible multiplicity of taxes 
shou d be avoided. Instead of the local body levying 8 
theatre tax. a percentage of the entertainment tax realis¬ 
ed from an area should be paid to the local body.' ' 

Question 222.—No comments. 

Question 223.—No comments. 

Question 224.—No comments. 


Owner occupied properties may be assessed—say at 
75 or 80 per cent, of the fair rental value. 

Places of religious worship open to the general public 
as well as properties used for educational purposes from 
which no income is derived may be exempted from 
property tax, as distinct from Service Taxes. 

Remission may be granted if a property remains un¬ 
productive of rent for 60 consecutive days or more and 
of which a written report is made to the Local Authority 
within 15 days of the house being so unproductive. 

New buildings may be exempted from property tax 
as distinct from service taxes for a period nf one or two 
years. 

Question 204.—In order to equitably distribute taxa¬ 
tion according to ability to pay, property tax should be 
progressive. The scale of progression may be so arrang¬ 
ed that after meeting local taxes and normal maintenance 
expenditure, the owner would earn a reasonable rate of 
interest on the capital value of the property. 

Question 205.—All local bodies might be empowered 
to levy property tax. This power should be exercisable 
after previous local publication and of their not taking 
effect until the proposals have been approved and con¬ 
firmed by the State/Central Government and published 
in the Official Gazette. 


Question 225.—None except that the local body should 
be authorised to recover tax as land revenue. 

Question 226.—No comments. 

Question 227.—No comments. 

Question 228.—Contribution of manual labour in pay¬ 
ment or part-payment of a tax is well worth trying. 

SUPPLEMENTARY QUESTIONNAIRE. 

MEMORANDUM ‘A'. 

General Note on the Finances (including Taxation) 
of Cantonment Board, Aurangabad. 

1. Aurangabad Cantonment is governed by the pro¬ 
visions of the Cantonments Act, 1924 (II of 1924). 

Upto 15th August 1947 the above Act was slightly 
modified in its application to Aurangabad whereby the 
Honourable the Resident at Hyderabad was invested with 
final control now exercised by the Central Government 
in matters of taxation, approving of Bye-laws, etc 
Supervisory control over the finances of the Cantonment 
was exercised by the General Officer Commanding-in- 
Chief, the Command, but any deficits in maintaining 
financial equilibrium used to be made good by the 
Honourable the Resident at Hyderabad. 


Question 206.-- •No, except that the local body may 
be authorised to recover the tax as land revenue. 

Question 207.—The rates of the “ Service Taxes ” 
should as nearly as possible cover the cost of services 
rendered. Properties belonging to Port Trust Railway, 
Central and States Governments should be liable to pay 


On 15th August 1947 the Cantonment Administra¬ 
tion was taken over by H E. H. the Nizam’s Govern¬ 
ment and remained with that Government till after the 
Police Action in September 1948. 


„ , , ] h I. \ 0l i c ! Action, tifi the integration of the 

Hyderabad State into the Indian Union in June 1950 the 
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same Act as was applicable prior to 15th August 1947 
continued in force in Aurangabad Cantonment with this 
exception that the Military Governor took the place of 
the Resident. Since June 1950 the Cantonments Act 
1924 (II of 1924) applies in its entirety to the Cantonment 
of Aurangabad. 

The Administration of the Cantonment was carrie 
out by the Officer Commanding the Station as the ‘ Co. 
poration Sole’ till 21st February 1951 on which dale 
the first elected Board under the Adult Franchise Scheme 
was constituted 

The Board consists of 13 members. The Officer Com¬ 
manding the Station is the ex-officio President. The 
Health Officer (Senior Executive Medical Officer), Exe¬ 
cutive Engineer (Military Engineering Service Represen¬ 
tative) and the I Class Magistrate nominated by the 
District Magistrate are ex-officio members. Three 
aid for deficits on account of normal expenditure and 
Special Grant-in-aid on account of capital works. 


Military Officers are nominated by the Officer Command¬ 
ing the Station and six members are elected by the 
Cantonment residents. 

The Cantonment Executive Officer who is appointed 
by the Central Government acts as Secretary to the 
Cantonment Board and carries out the Administration of 
the Cantonment according to the decisions of the Can¬ 
tonment Board. 

The Board functions in matters relating to the Muni¬ 
cipal Administration of the Cantonment area. 

2. The Revenue of the Cantonment Board is mainly 
from Rates and Taxes, Income from property and powers 
apart from taxation and Grant-in-aid. Deficits in ex¬ 
penditure including capital works are made good by the 
Central Government in the shape of ordinary Grants-in- 

The following figures will show the changes in 
budgetary position —All figures are in Hydyerabad Cur¬ 
rency :— 



Year 


Total Receipts from Local 

Sources 

Grant-in-aid received 

Total expenditure 

1934-35 



64853 

50273 

121768 

1935-36 

. 


53645 

28173 

87297 

1936-37 



55710 

27173 

97044 

1937-38 

. 


60757 

28273 

85084 

1938-39 



51495 

20273 

82963 

1941-42 

, 


88227 

21892 

125860 

1942-43 



129370 

14183 

152097 

1943-44 



183009 

14285 

156968 

1944-45 

. 


201076 

15836 

211008 

1945-46 

• 


237521 

jKMsEBHSri 

iCjMlUU 

69795 

261571 

1948-49 

, . 


101642 

98813 

182244 

ft-.#; 1 

1949-50 



, 166940 

54200 

221052 

1950-51 

. 


145793 

50167 

233219 

1951-52 

, 


156557 

45624 

219439 

1952-53 

, . 

, 

172081 

26159 

186573 


The following figures will explain the relative im¬ 
portance of the various items of receipts, 
due to the increase in the garrison and the expenditure 
incurred on Conservancy Services rendered to them. 

There has been practically no change in the pattern 
of income or expenditure. The Cantonment being State 
aided, its activities have been restricted 'j carrying out 
normal Administration and there have been no special 
Development Schemes. 


The following figures will explain the relative importance of the various items of 

receipts. 



1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

(1) Receipt from taxes .... 

12) Income from Powers and Property 
apart from taxation. .... 

(3) Grant-in-aid ..... 

20208 

74477 

98813 

33793 

116915 

54200 

29344 

100921 

50167 

32847 

108970 

45624 

33627 

120434 

26159 

The Cantonment Board has not undertaken any commercial 
4. The taxes levied in the Cantonment are: — 

Property Tax, Tax on Animals and Vehicles, Water Tax, 
shown below: — 

undertakings. 

Latrine Tax, Lighting Tax, 

income from each is 


1948-49 

1949-50 

1950-51 

1951-52 

1952-53 


3. As the population of the Cantonment mostly con¬ 
sists of low paid pensioners and labourers the income 
from taxation is relatively very small. Although the 
rate at which the property and service taxes are levied 
works out to 30 per cent, of the annual rental value, the 
total income from all taxes only amounts to about 1/5 
or 1/6 of the total income of the Cantonment Board from 
local sources. 4/5th or 5/6th of the income is therefore 
from property and powers apart from taxation. The 
income of the Board from Public Markets almost equals 
its income from taxes. The other sources of income are 
the sale of electricity, rent of buildings, licence fees, etc. 


(1) Property Tax ..... 5193 

(2) Tax on Animal and Vehicles . . 1091 

(3) Water Tax . . . . 6994 

(4) Latrine (Conservancy) Tax . . 3653 

(5) Lighting Tax ..... 3277 


8671 

7562 

8174 . 

8624 

1293 

518 

919 

1239 

11590 

10399 

11394 

11732 

6563 

5796 

6204 

6381 

5675 

5067 

6155 

5751 


22 finance/ 55 


34 





'ine increase in income has been due mainly to 
increase in cost of living and higher rents charged by 
house owners. 

5. In view of the low taxing capacity of the Canton¬ 
ment residents no attempts appear to have been made 
in the past to increase the tax revenue by imposing new 
taxes or increasing the rates of existing ones. 

6. There is no scope for increasing existing taxes. 
An effort is, however, being made to impose toll tax 
locally known as “ Barbardari Toll ” and a Tax on 
Transfer of Immovable Property. 

There is no hindrance from the State Government 
for utilisation of tax resources by the Cantonment Board, 

7. (i) With the previous sanction of the Central 
Government and after previous publication of its tax 
proposals locally the Cantonment Board can impose any 
tax which may be imposed in any Municipality in the 
Province in which the Cantonment is situated. 

(ii) For purposes of taxation the Cantonment Board 
causes an Assessment of the annual value of all build¬ 
ings in Cantonment to be made at intervals of not more 
than three years. Wide publicity to the proposed Assess¬ 
ment is given and after affording the residents an 
opportunity of preferring objections to the proposed 
Assessment and after the objections duly made have 
been disposed of by an Assessment Committee appointed 
by the Cantonment Board, the Assessment list is finally 
authenticated. 

(iii) An appeal against the Assessment lies to the 
District Magistrate. The appellate authority is also em¬ 
powered upon application or on its own motion to review 
any order passed by it in appeal, if application in this 
behalf is made within three months from the date of the 
original order. 

(iv) For collection of taxes the following stages are 
provided: — 

(i) Presentation of a bill. 


(ii) If tax is not paid within 30 days from presenta¬ 

tion of bill referred to in (i) above, a notice 
of demand is to be issued. 

(iii) If the tax is not paid within 30 days from the 

service of the notice of demand the tax due 
can be recovered under a Warrant by distress 
and sale of the movable property of the 
defaulter. 

Provision has also been made in the Cantonments 
Act for recovery of taxes from a persop who is about 
to leave the Cantonment by distress and sale of his 
movable property without issuing a notice of demand 
and without waiting for the stipulated period of thirty 
days to elapse as in ordinary cases. 

The procedure laid down in the Cantonments Act for 
the imposition, Assessment, appeal and revision and 
collection of taxes is working satisfactorily, except that 
difficulty is some times experienced in recovering taxes 
where no movable property is found. It is, therefore, 
considered that the Cantonment Boards should be autho¬ 
rised to recover taxes as “ Land Revenue ”, 

8. The usual methods adopted for evasion or avoid¬ 
ance of taxes are: — 

(i) Attempts to get property Assessed at lower 

value. 

(ii) Concealment of re-occupation of houses pre¬ 

viously reported to have become vacant and 
unproductive of rent. 

(iii) Pleading poverty. 

Strict vigilance and scrupulous enforcement of the 
provisions of the Cantonments Act can effectively 
counteract the tendency to evade or avoid Cantonment 
Taxes. 

9. The Cantonment Board, Aurangabad has no other 
points of importance to stress in connection with the 
Taxation of the Local Body. 

10. A statement in the prescribed form containing 
certain data on the finances of the Cantonment Board, 
Aurangabad is attached. 


Statement showing the Income and Expenditure of the Cantonment Board, Aurangabad. 


A. General 

Ineormation. 

1. Population. 

"! mr 

, . , . . . 8697 according to 1951 Census. 


8 . Total income from all sources for 1952-53 .......... HS. Rs. 1,98,240. 

3. Total income from rates and Taxes for 1952-53 ......... HS. Rs. 33,628. 

4. Per Capita incidence of total income ........... HS. Rs. 22-79. 

6 . Per Capita incidence of income from taxes .......... HS. Rs. 3-87. 


B. Details or Income in H. S. Currency. 


I, Tax Revenue 



1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

(i) General Property Tax (Tax on houses) .... 

5193 

8671 

7562 

8174 

8524 

(ii) Service Taxes (Water, Lighting and Conservancy) 

13925 

23830 

21263 

23754 

23864 

(iii) Looal Fund Ceases. 

(iv) Ootroi and Terminal Taxes ...... 

(v) Tolls. 

•• 

•• 


•• 

-• 

(vi) Taxes on Goods and Passengers carried by road or inland 
water ways. ........ 

. . 

. . 



. . 

(vii) Taxes on Vehicles, Animals and Boats .... 

1090 

’292 

519 

!)i'> 

1240 

(viii) Profession Tax ........ 





• • 

(ix) Theatre Tax ......... 

(x) Pilgrim Tax ......... 

(xi) Town Improvement and “ Betterment ” Taxes . 

(xii) Other Taxes, cesses and rates ...... 

•• 


•• 


•• 


20208 


33793 


29344 


32847 


33628 















11. Non-Tax Revenue 
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1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

( 0 ) Grants from Government— 







(i) For roads and buildings 

. 

Nil 

Nil 

A 7 »7 

Nil 

Nil 

(ii) For education. 

. 

Nil 

Nil 

Nil 

Nil 

Nil 

(iii) For medical and public health purposes 

. 

Nil 

Nil 

Nil 

Nil 

NR 

(iv) For other purposes .... 

. 

98813 

54200 

60187 

45624 

26159 

(4) Fees, Fines, eto. ..... 

. 

5857 

9100 

2225 

1545 

1893 

(c) Miscellaneous ...... 

. 

2414 

10664 

11338 

10884 

13685 


Grand Total 

107084 

73964 

63730 

58053 

41737 


C. Details or Expendittjbe. 





(i) Administration ..... 

. 

14064 

9124 

9217 

9402 

10011 

(ii) “ Servioe ” (Water Supply, Drainage, Conservancy, Lighting, 
etc.). 

105012 

102691 

107100 

125588 

115730 

(Iii) Medical and Publio Health 

. 

20275 

18858 

23822 

23264 

24368 

(iv) Roads and Buildings .... 

. 

9237 

40765 

65757 

40337 

14634 

(v) Miscellaneous ...... 

. 

2909 

4701 

5218 

6760 

5035 


Total 

151497 

176139 

211114 

205341 

170678 


MEMORANDUM ‘B’. 

Tax on Advertisements. 

Question 126 (ii).—1. A Tax on advertisements other 
than those appearing in newspapers, is not levied by the 
Cantonment Board. The Cantonment Board has no 
.^^syggestions to offer in this behalf. 

2. General Property Tax and “Service” Taxes. 

Questions 200 to 207.—In Aurangabad Cantonment a 
general Property Tax is levied at 7J per cent, of the 
annual rental value of the property. The following 
“ Service ” Taxes are also levied :— 

Conservancy Tax—7J per cent, on annual rental 
value of properties possessing private latrines 
cleaned by Cantonment Agency. 

The following figures will show how the receipts 
from “ Service ” Taxes compare with expenditure on 
these sums. 


2J per cent, on annual rental value of properties 
without private latrines. 


Lighting Tax—5 per cent, of annual rental value of 
property. 

Water Tax—10 per cent, on annual rental value of 
properties. 

The above taxes are levied and collected in accord¬ 
ance with the provisions of the Cantonments Act, 1924 
(II of 1924). 

These taxes are not levied in slab basis. 


If the Central and State Government buildings are 
made liable to the property Tax the Cantonment Board 
may get a substantial income. 


Receipts. 






1946-47 

1947-48 

1948-49 

1949-50 

1960-61 

1961-52 

1952-53 

Conservancy Tax 

• 

• 

. 

3996 

3597 

3653 

6564 

6797 

6204 

6381 

Water Tax 

. 

• 

• 

11167 

7357 

9523 

26591 

16817 

18895 

19232 

Lighting Tax . . 

• 

• 

■ 

3975 

3397 

3277 

5674 

5067 

6155 

5751 


Expenditure. 




1946-47 

1947-48 

1948-49 

1949-60 

1950-51 

1951-52 

195253 

Conservancy Servioe . . 

, 

40578 

65264 

49144 

28997 

31813 

53852 

36035 

Water Supply .... 

• 

11569 

227 

8773 

30187 

25078 

18502 

23790 

Lighting .... 

• 

6352 

5143 

4356 

3642 

3683 

3941 

6468 


Taking into consideration the low taxing capacity of 
the residents a consolidated Tax may not help to cover 
the cost of services rendered, especially the “ Conser¬ 
vancy Service ”. 


The Administrative set up including arrangement* 
which obtain in respect of (i) Assessment, (ii) appeal 
and revision and (iii) collection have already been 
explained at length in reply to para. 7 of Memorandum 
‘A’. 


There have been no changes in the rates of the above 
taxes. Exemptions on account of poverty and remis¬ 
sions on account of properties being deprived of value 
or U npro ductive of rent are granted in accordance with 
the provision of Section 75 et seq of the Cantonments 
Act, 1924. 


The system of collection of Taxes provided for in the 
Cantonments Act, 1924 is efficient. In order to be more 
effective it is suggested that the taxes be made recover¬ 
able as “ Land Revenue ”. The cost of collection of the 
taxes is 13-68 per cent, of the amount of taxes collected 
and is considered fair. 


844 
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Unless and until the Indian Tax Payer becomes 
conscious of his duty towards the State, namely, the 
sacrifice expected of him as a price of his citizenship, 
he is not likely to pay any tax readily. 


be made by him. To achieve this objective the State 
should allow freedom to private enterprise to compete 
with State Undertakings. If this is done the problem 
of pricing will be a matter of commercial considerations. 


As already explained in para. 4 of Annexure A, the 
Increase in receipts from Property Taxes has been mainly 
due to the change in the cost of living index. 

Taxes at times remain in arrears due to the inability 
of the Cantonment Board to attach any movable property 
of value in the houses of Tax-payers. The Cantonment 
Board has consequently to resort to the lengthy proce¬ 
dure of civil suits to attach the immovable property of 
the defaulter. Enabling the Cantonment Board to re¬ 
cover taxes as “ Land Revenue ” would solve this 
difficulty. 

Regarding methods adopted at evasion or avoidance 
of taxes please see reply to para. 8 of Memorandum A. 

Questions 3 to 14 of Annexure B. 


Question 11.—Like all private enterprises State 
Undertakings should contribute a share of their sur¬ 
plus towards the General Revenues and thus reduce the 
burden of taxation. Thus alone will tfeey come to be 
looked upon as a beneficial undertaking of the State. 

Question 15.—As far as Cantonment Taxes are con¬ 
cerned the cost of compliance with Tax Regulations 
does not add materially to the burden of taxation. 

In regard to the Sales Tax and Income Tax, however, 
the cost of compliance with these Tax Regulations 
appears to add materially to these tax burdens especially 
in the lower ranges. 

Questions 15 & 17—34, 36 & 28.—No remarks. 


These taxes are not levied in Aurangabad Canton¬ 
ment and the Cantonment Board has no suggestions to 
offer, except the replies to individual Questions already 
furnished under this Office letter No. 131/CB/157, dated 
18th September 1953. 

MEMORANDUM ‘ C 

Questions 8 & 9.—The Cantonment Board, Auranga¬ 
bad is of opinion that taxes ought not to be earmarked 
for specific purposes, though cesses levied for specific 
purposes may be so earmarked. In levying any Tax or 
Cess the principle of the ability to pay should always be 
kept in view. 

Question 10.—It is considered that State Undertakings 
should compare favourably with private undertaking, 
that is to say, they should come as a relief to the Con¬ 
sumer and not as a fetish for which a sacrifice has to 


Question 153.—No, not in respect of Cantonment 
Board. 

Question 159.—No remarks. 

Question 168.—A consolidated tax on Motor Vehicles 
would be preferred. The proceeds may be apportioned 
among the different authorities concerned either on the 
average number of Vehicles using the roads in a parti¬ 
cular area or on the basis of the cost of maintenance of 
roads. 

Question 169.—It is considered that a major portio: 
of the proceeds from Motor Vehicles taxation shouli 
be spent on maintenance and development of roads. 

Question 170.—No comments. 

Question 171.—No comments. 


Replies of Village Panchayat Kotgir, to the Supplementary Questionnaire of the 

Taxation Enquiry Commission. 


MEMORANDUM ‘A’. 

A Panchayat Committee was formed in this village 
as early as 1945, proposals for property tax was passed in 
1947, and the assessment also was done, which is men 
tioned herewith. No other work was done by the 
Panchayat till 29th July 1950. 

On 29th July 1950, the Panchayat Committee was 
reconstituted. Taxation proposals (property and trades 
tax) were once again passed and sent to the Govern¬ 
ment, for favour of sanction. The Panchayat began to 
function from 1950 onward. The construction of houses, 
etc., was regularised. Budget for 1952-1953 and 1953- 
1954, prepared, the latter is enclosed herewith (Appen¬ 
dix 1). 


0 0 


ANNEXURE A. 

A.— General Information. 

1. Population 4,491 

2. Total income from all sources 2,655 

3 Total income from rate and taxes 

4. Per capita incidence of total income. 

5. Per capita incidence of income from. 

B.— I. — Tax Revenue. 

1. General property tax (Tax on 

houses and lands) . . 2,140 0 0 


2 The income side of the Budget consists of Property 
and Trades Tax, Local Cess, Market fees, fines, other fees 
and Grant-in-aid. The expenditure side includes 
establishment charges, repairing the wells, roads and 
drainages, medical aid, lighting and reading room. 

3. Efforts are being made to increase the Revenue not 
by increasing the rates of the old one’s but by imposing 
the new taxes. The present tax revenue can be increas¬ 
ed only to the extent permitted by the State Government. 
The policy of the State Government in my opinion is, to 
have tax revenue increased by way of taxes on Vehicles, 
Animals, Mills, Houses, Professions, Hotels, Markets, 
Pilgrims, Slaughter houses, up to the extent of the rates 
prescribed by the State Government. 


2. “ Service ”, taxes (Water and light¬ 

ing, drainage, conservancy, etc.). 

3. Local fund cesses . . 383 2 4 

4. Taxes on vehicles, animals and 

boats. 

5. Profession tax 

6. Theatre tax 

7. Pilgrim tax 

8. Town improvement and better¬ 

ment taxes. 

9. Other taxes, cesses and rates (to 

be specified separately) (House 
rent, Hotel licence, Slaughter, 
etc.) ..... 126 0 0 


The assessment of a tax is done by a sub-committee 
of the village panchayat collection of taxes is done by 
the village officer’s who are paid 3 per cent, of the 
amount as their commission. The Deputy Collector and 
the Collector are the authorities to hear and decide the 
appeals. The cost of the administration to collect taxes 
will be Rs. 239-5-6 per annum, inclusive of the Executive 
Officer Rs. 180 to look to the Panchayat work. No 
arrears during last year. This year we have started 
collections and I don’t think that there will be arrears. 
The State Government is assisting us in the collection of 
taxes, through the Revenue Officers, by instructing the 
village officers to collect the Village Panchayat taxes. 
In case any one tries to evade the payment of the taxes 
the arrears will be treated as the arrears of Land 
Revenue and they will be collected by confiscating pro¬ 
perty, etc. 


II.— Non-tax Revenue. 


(a) Grants from Government— 

1. for roads and buildings 1 

2. for education . . 

3. for medical and Public ! 

health purposes. 

4. for other purposes 


2,760 0 0 


(b) Fees, fines, etc. 

(c) Miscellaneous. 


Grand Total . 5,894 5 4 
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Details of Expenditure. 

1. Administration .... 239 5 6 

2. “ Service ” (water supply, drain¬ 

age, conservation, lighting, 

etc.), charges .... 340 0 0 

3. Medical and Public Health . 640 0 0 

4. Roads and buildings . . 915 0 0 

5. Miscellaneous .... 460 0 0 

Total . 2,594 5 6 

MEMORANDUM ‘ B ’. 


I have no comments to make on the tolls being a 
suitable form of local or State taxation. 

Rates of Animal and Vehicle Taxes to be ixvixd. 


Kept 

Vehicle Tax. Own. for hire. 

Rs. Rs. 

Four-wheeled carriage with spring 4 8 

Two-wheeled carriages with spring 
bicycles and tricycles ... 2 4 

Two- and four-wheeled carts . . 1 4 

Animals. Annually Rs. 


1. General property tax and service taxes. 

Question 200.—In my village the lands under non- 
agricultural use, the buildings and income from both 
these are subject to taxation by local body only for the 
present. In case the State Government is also to tax 
it will be sort of multiple taxation. I feel it should be 
done by local body only, and the basis to levy the tax 
should be the capital value of the property. 

Question 201.—(1) I would adopt capital value for 
lands of non*agricultural use as they cannot have more 
than nominal annual rental value. 

(2) Annual rental value for buildings. 

Question 203.—The rental values below Rs. 100 per 
annum should be exempted from General Property Tax, 
as the houses will not be in good condition and the 
owners will be poor to the tax. 

The properties of owners occupiers should be taxed 
on par with that of tenants. The properties of charitable 
purposes or educational institutions should be exemDted 
from taxation. No remission should be given for vacan¬ 
cies. In my opinion no exemption whatsoever should be 
given to the new buildings and I am not of the opinion 
that mere exemption of property tax will encourage 
house building. When a person invests some thousands 
towards a construction of a building there is no reason 
as to why he should not be afford to pay the tax. 

No. assessed. Total taxes to be collected. Collected 

1,108 2,218 0 0 2,218 0 0 

Question 204.—The property tax should not be pro¬ 
gressive. It should be fixed once for all unless any fresh 
extension takes place in the buildings. The tax should 
not be at a flat rate but it should vary as per the valua¬ 
tion of the building. 


Elephant per head ... „ . 16 

Camel and horse per head , „ . I 

Dogs per head ... „ . I 

Ponies, donkies, mule, buffalo 
and cattle per head . „ . As. 8 

Question 220.—I feel that the limit of Rs. 250 placed 
on profession tax by the constitution should not be 
raised. I would recommend that the wider adopting of 
profession tax by local bodies, the village panchayats and 
the town committees. The local bodies should make 
the levy compulsary in certain cases where the minimum 
income of a person from his occupation is Rs. 200. In 
the prevailing form of levy of this tax the petty profes¬ 
sionals like barber, washerman, etc., should be exempted 
from the professional tax, where their income is 
negligible. 


Where the profession tax is levied, the rate of income 
tax should be reduced, so that the tax-payer may not 
fee! it burdensome to pay the taxes. 


Class 

No. assessed. 

Amount 

1st class 

2 

10 0 0 

2nd class 

19 

114 0 0 

3rd class 

80 

160 0 0 

4th class 

34 

17 0 4 


135 

301 0 0 


Question 221.— Theatre Tax, in addition to entertain¬ 
ment tax is quite suitable for more general adoption 
but it will not be workable in Panchayats. In case, the 
Tax is levied I think the Cinema Proprietors will increase 
the prices of Tickets of admission to cinemas. The 
Village Panchayat is not having theatre tax. 


Question 205.—Local bodies of administrative powers 
should be empowered to levy property tax, viz., a 
Panchayat should be empowered to levy tax on the pro¬ 
perty of that village. The Panchayat should be vested 
with the powers of confiscation of property, etc., in order 
to execute its orders effectively. 

Question 206.—There should be an Executive Officer 
of considerable influence and some staff should be pro¬ 
vided to him to collect the taxes levied by the Pancha¬ 
yat. The assessment of property tax should be done by 
a sub-committee which should include the technical 
people also. The sub-committee should value the pro¬ 
perty, take cognisance of the importance of the locality 
in which the property is situated and then mane 
assessment. 

Question 207.—No such taxes are levied in my 
Panchayat. If at all all these taxes are to be levied 
I feel that the rate should be too low, just to meet the 
base expenses in this connection, and the same procedure 
that is followed in the collection of other taxes, like 
property tax, should be followed here also. 

2. Local Fund Cesses. 

Question 208.—I think that the system of local fund 
cess is satisfactory in its operation, in my State. I would 
feel that instead of collecting one anna per rupee of 
land revenue, two annas per rupee should be collected. 
If the suspension remission of land revenue takes place 
the collection of local fund cesses will be very much 
upset, as the working of local bodies depend much on 
this source also Further not less than 50 per cent, of 
local cess should be given to the Panchayats. 

Question 219.—I would suggest that the vehicles that 
are charged once either by a Panchayat or by a Town 
Committee, etc., should not be charged by any other 
body. The rate of taxes on vehicles and animals may 
as well be increased. 


Part II. 

Section A. 

1. General Property Tax. —This tax is enacted in this 
village through order No. 31, dated the 21st February 
1952 of the Local Government Department. 

Profession Tax. —Ditto. 

2. Rates of levy— 

House tax. Per annum. 

Houses value not exceeding Rs. 50 .0 4 0 

Rs. 50 to Rs. 200 . . .0 8 0 

Rs. 200 to Rs. 400 . . .1 0 0 

Rs. 400 to Rs. 600 . .1 8 0 

Rs. 600 to Rs. 800 . 2 0 0 

Rs. 800 to Rs. 1,000 . .2 8 0 

Rs. 1,000 to Rs. 1,500 . . 3 12 0 

Rs. 1,500 and above . .500 

Profession business and trades tax. 

1st class trade income Rs. 600 and 
above annually . . . . 10 0 0 

2nd class trade income Rs. 300 to 600 6 0 0 

3rd class trade income Rs. 100 to 300 2 0 0 

4th class trade income less than 
Rs. 100 . 0 8 0 

If any other tax in that panchayat (rates to be given). 

None coming in this purview should be exempted from 


3. (a) The assessment is made by Panchayat. 

(b) The authority to decide the appeals is the Col¬ 
lector (District). 
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(c) The collection of taxes made by the panchayat, 
if necessary through the village officers. But the Govern¬ 
ment should see that the village officers do not hesitate 
in co-operating with the panchayat. 

4. Actual cost of administration (including 3 per 
cent, for collection is to be shown)—Rs. 239-5-6. 

5. Actual receipt of taxes to be shown—Rs. 2,519 0 0 

6. Arrears, the reasons for it and the method or ways 
and means to recover the arrears is to be shown. 

7. Taxes are evaded by the people sometimes without 
reason and sometimes because of party politics, the best 
way to prevent evasion or avoidance is to empower the 
local bodies to confiscate the properties and auction them. 

MEMORANDUM C. 

Question 188. —As the system of taxation in other 
States of India is not known to me, I am not in a position 
to answer to any of the above questions. 

Question 189. —No. There is no failure to provide for 
the devolution of one or more taxes upon an appropriate 
category of local bodies. 

Question 190. —No taxes are allowed to be levied 
which are manifestly unsuitable for levy by the parti¬ 
cular category of Local Bodies. 

Question 191. —No unnecessary conditions are impos¬ 
ed on the power to levy except that the sanctioned to 
be obtained by the State Government. 

Question 192.—The legislation regulation and Ad¬ 
ministration put together show adequate appreciation 
of the distinction between (1) categories of local bodies, 
(2) degrees of development among Local Bodies of the 
same category. 

Question 193.— (a) In respect of Individual taxes the 
devolution takes sufficient account of the extent to which 
power may be transferred. 

(b) No adequate use is made of the different con¬ 
ditions which may be attached to the powers mentioned 
above, viz., condition to ensure the independance of 
assessing the agencies, etc. 

(c) There are no instances that wherein a power is 
restricted or withheld altogether, with regard to parti¬ 
cular taxes. 

Question 194.—The devolution is not at all defective. 

Question 195. —Yes. There is defective co-ordination, 
administrative and other between local particular taxes, 


and allied State, or Central taxes, e.g., a Panchayat is 
to levy a tax on a four-wheeled vehicle (Spring) of its 
village. The States authority also levies the tax on the 
same vehicle. Thus the vehicle owner has to pay tax 
twice. If the administrative co-ordination is there, one 
of the two should withdraw from levying the tax and 
the other has to give some share to the first. 

(b) Not only the tax-payer is harrased in £he above 
example, but there will be a duplication of staff due to 
which a greater portion of the taxes collected is to be 
spent on establishment, etc. 

Question 196.—There are no other important defects 
in the frame work of the system. 

Question 197.—I don’t have any comments to make 
in this question. 

Question 198.—I think the Local Bodies make full 
use of the tax resources available to them, provided 
Government in other departments also co-operates with 
the Local Bodies in the collection of taxes, etc., I don’t 
accept the suggestion that the Local Bodies should not 
receive further grants-in-aid as a means of adding to 
their resources even before using as there may be some 
delay on the part of the Government in sanctioning the 
taxation proposals and by the time the taxes are sanc¬ 
tioned the Panchayats may run short of amounts. 

Question 199.—If it is necessary to equip Local Bodies 
with additional resources beyond their powers of taxa¬ 
tion, I would prefer assignment of a proportion of a 
tax or taxes collected by the State Government, within 
the area of the local body with the local body exercising 
no responsibility in respect of the taxes of different 
degrees, e.g., land revenue. The State Government 
collects this tax from the area of the Local Body. 
Though the State Government may be given something 
towards grant-in-aid from the land revenue, its percent¬ 
age is too low. Thus I would prefer a greater proportion 
about 33 per cent, of a tax like Land Revenue collected 
by the State Government within the area of the Local 
Body without any responsibility be given to the Local 
Body. 

The State Government assists the panchayats in meet¬ 
ing the development expenditure partly by Grant-in-aid 
and devolution of more taxes 


Questions 224 to 227.—I have nothing to comment on 
these questions. 

Question 228.—Provision should be made for manual 
labour being contributed in payment or in part payment 
of an existing tax to one or more category, i.e., of Local 
Bodies in furtherance of the development programme 
of the country. 
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Replies of the Corporation of the City of Bangalore to the Supplementary 
Questionnaire of the Taxation Enquiry Commission. 


MEMORANDUM—A. 

1. (a) The present Corporation of the City of 
Bangalore is a merger of the two erstwhile Municipali¬ 
ties of City and Civil Station. The City Municipality 
was goverened by the Mysore City Municipalities Act, 
1933. The City was divided into nine wards. The 
Municipal Council consisted of 24 elected Councillors 
and 6 nominated Councillors. Since the elected seats 
were open to all communities without any reservation 
there was provision for nomination to represent Muslims, 
Harijans and other minority communities. In addition 
to this one Councillor was elected by the Chamber of 
Commerce to represent Trade interests. The President 
and Vice-president were elected by the Councillors 
every year and the President presided over the meetings 
and conducted the deliberations. The Council was 
assisted by the statutory Managing Committee consist¬ 
ing of eight members and other advisory Committees, 
Health, Market, Education, etc. A Commissioner of the 
cadre of the Deputy Commissioner of the Mysore State 
Government was being appointed from time to time by 
the Government to discharge the executive duties of the 
Municipal Council. The Health Officer and Executive 
Engineer were Government servants lent to Municipal 
serivce. Similarly many of the officials were also lent 
from Government service and there was interchange 
from Municipal to Government side and vice-versa 
although some officials exclusively continued as Munici¬ 
pal subordinates. The Government were exercising con¬ 
trol over the administration as per provisions contained 
in the said Act. The employees were governed by pen¬ 
sion rules and other rules prevalent in the State Govern¬ 
ment. 

(b) The Civil Station Municipality was under a 
different set up. It was called Civil and Military Station 
Municipal Commission till August 1947 and governed by 
the Bangalore Municipal Law of 1897. The Station was 
divided into six Divisions and the representation was 
on communal basis. Six elected European or Anglo- 
Indian Commissioners. Six Muslims, eight Hindus and 
two elected Indian Christian Commissioners constituted 
the Municipal Commission. Three Military Officers, the 
Executive Engineer, the Health Officer, the Commissioner 
of Police and the Inspector of Schools were ex-officio 
Commissioners. Two Commissioners were elected by 
the Trades and Commercial Association and one Harijan 
candidate was nominated by the Hon’ble Resident in 
Mysore. The Collector of the Station was statutorily 
the President of the Municipal Commission. He was 
therefore the executive and administrative head of the 
administration. The Commission was assisted by two 
statutory committees, viz., Standing Committee and 
Health Committee and five other recommendatory Com¬ 
mittees like Education, Market, Water Works, etc. 
The Health Officer, the Executive Engineer and the 
Secretary were appointed by the Hon’ble Resident while 
other appointments were made by the Commission up to 
Rs 300 P.M. and the President up to Rs. 150 per mensem. 
Rules and Service Regulations governing Central 
Government Service were applicable to the Municipal 
employees. After retrocession of the Civil and Military 
Station to the Mysore Durbar in August 1947, the con¬ 
trol of the administration vested in the Mysore Govern¬ 
ment under the frame work of the Bangalore Municipal 
law and the b.ye-laws framed thereunder. 

(c) On 8th December 1949 the two Municipalities 
referred to above were merged into a Corporation with a 
view to remove so many disabilities and the artificial 
barrier that existed between the two contiguous Munici¬ 
pal bodies. The Corporation thus formed is governed 
by the City of Bangalore Municipal Corporation Act, 
1949. The City is now divided into 50 territorial divi¬ 
sions. The Municipal authorities charged with carrying 
out the provisions of this Act are (a) Corporation (b) 
Standing Committees of the Corporation and (c) a Com¬ 
missioner. The representation to the Council, is based 
on adult franchise and the Corporation Council consists 
of 62 Divisional Councillors of whom 50 shall be persons 
elected to general seats, six to seats reserved for 
depressed class and six to women, four Councillors to 
represent labour, four Trade and Commerce and five 
Aldermen, of whom one shall be a woman, elected by 
the Councillors also constitute the Council. A special 


Councillor to represent the Defence Department is 
appointed by the Government. The Commissioner U 
the executive head of the administration and he is 
appointed by the Government. There are six Standing 
Committees, viz., Accounts, Health, Taxation ana 
Finance, Town Planning and Improvements, Works and 
Education. The powers and functions relating to the 
three authorities cited above are separately defined in 
the Act and they function under the ambit of these pro- 
elected annually along with a Deputy Mayor, who will 
function in the absence of the Mayor. The Standing 
Committees are presided by the Chairmen, elected by 
the respective Committees annually. The Corporation 
Act has given wide powers to the Corporation than the 
previous enactments. Under certain provisions the 
Government has reserved control over the Corporation. 
The Commissioner can incur expenditure up to, Rs. 3,000 
while the Standing Committees and the Council up to 
Rs. 10,000 and Rs. 50,000 respectively. 

II.— Revenue and Capital Budget. 

The transactions in the Corporation Account fall 
generally under the following three groups:— 

(1) Revenue., (2) Expenditure (Service Heads) and 
(3) Debt. Grants (1) and (2), represent receipts and 
payments on account of Normal Revenue and Normal 
Expenditure of the Corporation. Group (3) represents 
Receipts and Disbursements in respect of which the 
Corporation has to repay the money received or have 
a claim to recover the amounts paid. 

No separate Capital Account is opened since there are 
at present no capital works executed out of either Loan 
or Government Grants. 

Changes in Budgetary Position. 

The appropriation against the several sub-heads as 
shown in the Budget Estimates are not usually exceeded 
except in unavoidable and unforeseen circumstances. 
In such cases re-appropriation is made from one sub¬ 
head to another and in the absence of which the extra 
expenditure is met from closing balance with the sane- 
tion of the competent Authority. 

If it shall at any time during any year, appear that 
notwithstanding any reduction of _ budget grants that 
may have been made, the income of the Municipal fund 
will not suffice to meet the expenditure sanctioned in 
the Budget Estimate of the said year, it shall be incum¬ 
bent on the Council to diminish the sanctioned expendi¬ 
ture of the year as far as it may be possible to do with 
due regard to all the requirements of the Corporation 
Act or to have recourse to supplementary taxation or to 
adopt both of these expedients in such measures as may 
be necessary to secure an estimated cash balance of not 
less than one lakh of rupees under General Account- 
Revenue, at the close of the year. 

Changes in Pattern of Income and Expenditure. 

I. General Property Tax and Service Taxes. 

There has been an increased revenue of late 
under this head on account of General revision of assess¬ 
ment of houses. 

Octroi .—There was a fall of nearly 3i lak hs 
year 1952-53 on account of less import of P^ce-goods 
and unsettled market conditions. The position this year 
is a little more favourable than last year, but is not com¬ 
pletely satisfactory. 

Theatre Tax. —The increase under this head during 
1952-53 is on account of arrears paid by Govemmen 
for previous year. 

U. Non-tax Revenue. 

(a) Grants from Government— 

(iii) For Medical and Public purposes. 

The erstwhile Civil Station Municipal Commisston 

was in receipt of a Sanitary Grant of Rs. 50,000 per 
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annum from the previous Government and this payment 
has been discontinued on the score that the erstwhile 
City Municipality was not paid any such grant. 


Expenditure. 

The increase in 1952-53 under Administration is due 
to increased expenditure on staff, clothing, arrears of 
pension payments and Education. 

The increase under Public Health is due to opening 
of additional Maternity Homes and Milk Centres, and 
increased expenditure under Conservancy establishment 
and Public amenities. 


The increase under Roads and Buildings is due to 
more works carried out during the year 1952-53. 

Development Programme and expenditure thereon. 

No separate account in this behalf is maintained. 

III. Relative importance of (1) Revenue derived from 
Taxes levied by the Local Body. 

The main source of income is from Property Tax. 
The minimum and maximum rates at whict^ these are 
levied are as given below : 

The income under this head during 1952-53 was 
Rs. 25,29,916 as against a total revenue of Rs. 75,46,953. 


Annual value of buildings 
and lands. 


Rates of taxes on AUoroation of 

annual value. rates. 


Per cent. 


(1) From Rel/- to Rs. 500/. 


f General ..... 5 

I Water tax ..... 4J 

■( Lighting ..... 1 

121%per annum. . . I Sanitary Ces3 including drainage 

(_ system. ..... 2 

Total . 12J 


| General ..... 5 

Water tax ..... 6 

(2) From Rs. 501 and upwards . . .14 per cent, per annum . -J 

Lighting ..... 1 

^Sanitary cess including drainage 2 

system. 


Total . 14 

2. The next important souree of rovenue is Octroi, the income under which was Rs. 16,76,716/ 

The othor items of taxes are as givenbelow : — 

Rs. 

3. Entertainment Tax . ... £4,00,000 The figure given in tho statement 

includes arrears also. 

4. Taxes on Vehicles and Animals ........ 3,23,486 

5. Duty on Transfer of property ......... 2,01,480 

6 Profession Tax ....... FjCS . . . 1,11,245 


7. Tolls. 82,658 


Othor taxes representing fees for public convenience — 

8. Water Supply charges .......... 7,54,602 

9. Markets .3,20,411 


10. Land Development—representing rents on Corporation Buildings, Building, 2,51,115 
license fees, etc. 

11. License fees ............ 67,993 

12. Sale of Manure ........... 53,927 

For other smaller items, vide pages 276-281. 


(ii) Share of revenue from specific taxes levied and collected by the State Government 

Government are paying to this Corporation compensation for loss of revenue in respect of the follow- 


Toll revenue ............ 10,500 

Vehicle Tax ............. 1,75,006 

Service Tax (where buses ply solely within the limits of the Corporation) . . 31,850 

Mileage Cess (on the basis of tho distance travelled by the motor bus services on the 6,200 

roads of each local authority). 


(iii) Grant-in-aid from the State Government. 

The Corporation maintains 4 High Schools and 5 
Higher Elementary Schools at a cost of Rs. 3 lakhs for 
which Government is paying a grant of about Rs. 1,00,000. 
No other grant is paid by Government. 


Total . 2,23,856 

(iv) Other non-tax revenue of the Local Body. 

The list of items under head is detailed in the state¬ 
ment shown in pages 276-81. 

The Principal taxes levied in the erstwhile City 
Municipality were (i) a rate on buildings or lands or 
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both, (ii) a tax on all or any vehicle, animal used lor 
riding, (iii) a toll on vehicles entering the Municipality 
(iv) an Octroi on goods (v) a tax on dogs (vi) a special 
sanitary cess upon private latrines cleansed by Munici¬ 
pal agency (vii) a general sanitary cess for the con¬ 
struction of public latrines and for the removal and 
disposal of refuse (viii) a water rate for water supply 
by the Municipal Council imposed in the form of rate 
assessed on buildings and lands (ix) a lighting tax 
(x) a tax on, arts, profession, trade and callings (xi) a 
duty on Transfers of immovable property ifl the shape 
of an additional stamp duty. Tax on motor vehicles, 
lorries, etc., was levied till 1935 when under the pro¬ 
visions of the Mysore Motor Traffic Act the levy was 
taken over by the Government and a subvention was 
being given worked on the basis of the average of the 
three years preceding the date on which the Act came 
into force subject to deduction of 15 per cent, in lieu 
of collection charges. Similarly the Amusement tax 
was levied by the Government and a subvention after 
deducting 12J per cent, was being given. 

In the Civil Station Municipality all the principal 
taxes excepting Profession Tax, that were levied in the 
City Municipality were being levied, of course with 
certain variations in the rates, procedure, etc., as will 
be indicated in the succeeding paras under Memoranda 
‘ B ’. But with regard to levy of Tax on Motor Vehicles, 
the transfer of levy was handed over to Government in 
1948 as against 1935 in the old City Municipality. 

On account of this change over on different years 
the City Municipality was badly affected as against the 
Civil Station in the sense that the subvention based on 
the three year’s average preceding the periods of trans¬ 
fers vitally differed. The Civil Station secured a 
favourable rate as the change was affected in 1948 when 
conditions were better in view of the increase of the 
motor vehicles. A representation is being made to the 
State Government to increase the subvention in respect 
of the old City area so that the rate may be on a par 
with that of the Civil area. 

After the advent of the Corporation in 1949 an 
uniform rate of taxes under all heads except license fee, 
was prescribed by the Corporation and the same was 
given effect to from 1st October 1950 after observing 
the usual formalities laid down in the Corporation Act. 
No new taxes were proposed to be levied after the 
Corporation came into being, excepting a tax on adver¬ 
tisements. The levy is not yet made but all preliminary 
arrangements to bring it into effect have been pushed 
through. 

V. In the old City Municipality the only tax that was 
newly imposed after the advent of the City Municipal 
Act, 1933, was the Profession Tax and this was levied 
from 1938 onwards with a view to balancing the budget. 
In the Civil Station Municipality Entertainment tax was 
first levied from 1933 onwards as It could not meet the 
payment in respect of filtered water supply to it by the 
State Government consequent on the construction of the 
Thippagondanahalli Reservoir and in view of a fresh 
agreement on this behalf. The water rate levied by the 
Civil Station Municipality was not sufficient to meet 
the charges payable to the State Government and instead 
of increasing the water rate, they proposed to levy tax 
on entertainments. 

VI. After the advent of the Corporation there was 
a proposal to increase the rate of Property Tax to 16 per 
cent, of its annual value but it was dropped and the 
present rate of 12£ per cent, and 14 per cent, continued 
since the Council was not in favour of increase. In the 
circumstances the budget estimates of each year are 
being balances without recourse to fresh taxation. In 
this connection it may be stated that the State legislation 
and rules thereuhder the policies and practices of the 
State Government hinder to a certain extent the full 
utilisation of suitable tax resources in this Corporation. 

The power of levying Property Tax on Government 
buildings has been taken away recently by amending 
the Corporation Act and the licencing of motor vehicles 
is being administered by the Government, the Corpora¬ 
tion being paid a subvention based on the average 
receipts of three years prior to 1933 which has deprived 
the Corporation of the realisation to the fullest extent 
the income derived from the motor vehicles kept in the 
Corporation area. Likewise, regarding the Entertain¬ 
ment Tax, the Corporation has no opportunity to check 
the realisation in order to safeguard the revenues as the 
supervision under the Amusement Act is vested in the 
Deputy Commissioner and the Municipal authorities 
have no hand in the administration of the Act which 
is likely to lead to leakage on account of want of close 
supervision by the authorities interested in the collec¬ 
tion of revenue under this Head. 


VII. Both in the erstwhile City and Civil Station 
Municipalities, the set up, assessment, appeal and 
revision and collection of revenue were almost identical 
only with few changes— vide sections 69, 71 and 72 of 
the City Municipalities Act, 1933. Under the provision* 
of the City Municipalities Act, there was no provision 
to prosecute a defaulter of taxes before a Magistrate, 
While such a provision existed under the Bangalore 
Municipal Law in the Civil and Military Station. 

With regard to the collection of taxes in the City 
area, the percentage was low due to the steep fall dur¬ 
ing the previous decade perhaps on account of 
inadequacy of the staff, the services of the existing staff 
being utilised for works in connection with the Elections 
and other duties and for want of adequate powers for 
prosecution of defaulters, etc. In the City area, defaul¬ 
ters had to be sued in a Court of Law when distress 
warrants proved failure. In the Civil Station, the per¬ 
centage of collection which was low till 1928, rose up 
from 70 to 98 per cent, in the year 1948. After the 
merger of the two Municipalities, the efficiency and 
collection has very much improved, the percentage of 
collection during 1952—53 being 80 for the entire Cor¬ 
poration area. 

VIII. Evasion of tax and furnishing of correct parti¬ 
culars for the levy of the rates are not uncommon as 
in other places. It is with a view to setting right 
matters and detect leakages that the Corporation Act 
has provided a quinquennial revision of Property taxes, 
which is the main stay of Corporation revenues. The 
revenue can be stepped up at each stage of revision. 
With regard to other taxes like Profession tax, Octroi, 
etc., the staff are watched closely to prevent leakages! 

MEMORANDUM ‘ B ’— Section (a). 

1. Taxes on advertisements. 

No taxes in this behalf were levied either by the 
erstwhile City Municipality or Civil Station Munici¬ 
pality. But after the advent of the Corporation Act, 
the Corporation resolved to levy a tax on advertisement 
under Section 97 (g) of the Corporation Act. As the 
said levy is subject to sanction of the Government, the 
matter is under correspondence with them. 

2. General Property Tax and “ Service ” Taxes. 

As said in the previous paragraphs the account in 
respect of all the taxes detailed in Part I of Annexure 
' B ’ of the questionnaire is given under three categories, 
viz., (a) as prevailed in the erstwhile City and Civil 
Station Municipalities and (b) as existing in the present 
set up of the Corporation—copies of the available 
administration reports of the two erstwhile Munici¬ 
palities and Corporation from 1946—47 onwards are 
sent, wherefrom can be seen the D. C. B. Statements in 
respect of all taxes levied during these periods. 

In the old City area General Property Tax on build¬ 
ings and lands and Service Tax for supply of filtered 
water and provision of concervancy arrangements were 
water and provision of conservancy arrangements were 
74, 75, 76, 77, 78, 79, 80 and 81 of the Mysore City Munici¬ 
palities Act, 1933. These sections cover the principles 
of the levy, the preparation and publication of assess¬ 
ment lists, appeal and revision, grant of exemption in 
respect of certain properties, vacancy remission, etc. 
The salient features are however summarised below. 

Property tax including water, lighting and sanitary 
cess was levied on a slab basis, viz., 11 per cent, of the 
annual letting value of the premises in respect of shop 
areas and 12$ per cent, in respect of the dwelling 
houses— vide allocation of the rates in the table below. 


Shop area. 

House Tax. 5 % 

Lighting tax. 1 % 

Water. 3 % 

House scavenging. 2 % 


11 % 


House Tax. 5 % 

Lighting tax. l % 

Water tax . . ... 4$% 

House scavenging . . . . 2 % 

12 $% 


The annual valuation in respect of all these premises was 
fixed on ten months rental only as a deduction of 2 
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months rental was made in lieu of all allowances for 
repairs, etc. When the houses were not let, the annual 
valuation was deemed to be the probable rent the 
premises would reasonably fetch if let out from month 
to month or year to year. The maximum vacancy 
remission allowable was only two-thirds of the amount 
of the rate of the cess. 

In the Civil Station Municipal Commission a com¬ 
posite tax on buildings, lighting, house scavenging and 
water supply was made at 14 per cent, on the annual 
letting value of the premises— vide allocation of the 
rates in the table below. 


House tax .... 

5 

% 

Lighting tax 

1 

% 

Water tax .... 

6 

% 

House scavenging . 

2 

% 


14 % 

There was no slab basis and this rate of tax was levied 
uniformly in respect of shops and dwelling houses with¬ 
out any discrimination. The levy and collection was 
made under Sections 41 to 61 of the Bangalore Munici¬ 
pal Law. The procedure in respect of issue of notices, 
appeals, etc., was almost identical as that of the City 
area. The main difference was in respect of the grant 
of vacancy remission. In the old Civil and Military 
Station area the entire tax was remitted if the pre¬ 
mises remained vacant continuously for six months in 
the half year while in the City only a moiety of the 
tax was allowed. 


4. Octroi and Terminal taxes. 

Terminal taxes were levied in neither of the erst¬ 
while Muncipalities nor is now being levied. There was 
a proposal to levy such a tax in the old Civil and Military 
Station Municipality but it was dropped as it was con¬ 
tended that where Octroi was levied an identical tax like 
Terminal Tax would be a double taxation. 

With regard to Octroi tax, it was levied by the City 
Municipality under the provisions of Sectifcn 87 to 93 of 
the Mysore City Muncipalities Act and by the Civil 
Station Municipal Commission under the provisions of 
Section 63—67 of the Bangalore Municipal Law. 
Separate bye-laws were framed under the respective 
enactments prescribing the mode of levy, collection 
schedule of rates, exemptions, etc. After the advent of 
the Corporation Act, the levy of Octroi is made under 
the provisions of Sections 130 to 135 of the Corporation 
Act. It may be stated in this connection that the pro¬ 
vision for the levy and collection almost resemble in 
the old two and the new set up. A copy of the notifica¬ 
tion in this regard dealing with Schedule of rates, etc., 
is enclosed. But there is a great handicap under the 
Corporation Act. There is no provision of granting 
exemptions under any circumstances. This has created 
some difficulties and hardships as even Government 
goods are subject to taxation. But the Corporation 
while proposing amendments to the Corporation Act 
have dropped the amendment to provide exemption in 
this behalf. Their contention is that there may be no 
exemption at all in respect of Octroi duties. 


In the new set up the Corporation, the property 
tax comprising of (a) a tax for general purposes, (b) a 
water tax and sanitary cess for the purpose of defray¬ 
ing the expenses connected with the water and drain¬ 
age system of the city and (c) a lighting tax is being 
levied under the provisions of the City of Bangalore 
Municipal Corporation Act— vide Sections 99 to 110. 
These sections give in detail the rules regarding the 
method of assessment, general and special exemption, 
remission, transfer of titles, etc. Schedule III of the 
Act gives in detail assessment, appeal and revision and 
collection of taxes. The Corporation by resolution have 
adopted a sliding scale and slab basis as detailed under 
heading III. In general there is not much variation in 
the rules for the levy, appeal, etc., in the new set up as 
compared with those provisions contained in the repealed 
enactments. The property tax forms the bulk of the 
revenues of the Corporation. 

With regard to the machinery of collection of taxes, 
chiefly Property tax, the Revenue Officer whose grade of 
pay is Rs. 300-25-500 plus Conveyance Allowance of 
Rs. 75 per mensem is the administrative and executive 
head of the Revenue Department. There are two 
Assistant Revenue Officers whose pay is fixed in the 
grade of Rs. 150-10-200-20-300 plus a Conveyance 
Allowance of Rs. 30 per mensem. Under them there are 
13 Tax Inspectors and 52 Bill Collectors, who are res¬ 
ponsible for the levy and collection of taxes. 
As already stated in the foregoing paras, the collection 
in the City area is being speeded up since 1951. The 
percentage has risen from 55 per cent, to 75 per cent, 
last year. The target aimed at is 95 per cent, and even 
this is far short of the percentage once achieved in the 
set up of the erstwhile Civil Station Municipal 
Commission. 

3. Local Fund cess.—Vide note under question 208. 


5—8 of Annexure B. —Taxes in these respect were 
not levied either in the erstwhile Municipalities or 
being levied in the Corporation. 

9. Taxes on Vehicles and Animals. 

A tax on all or any vehicle and animal was levied 
in the old City Municipality under the provisions of 
Section 64 (b) (ii), 83 (3) and Schedule III of the City 
Municipalities Act. In the Civil Station Municipality 
the same levy was made under the provisions of 
Section 41 (1) (A) (c) of the Bangalore Municipal Law. 
Bye-laws were framed under the respective, enactments 
prescribing the mode of levy, collection of taxes schedule 
of rates. Kind reference may be made to the copies of 
bye-laws sent separately. Under the new set up of the 
Corporation, the levy of tax on vehicles and animals 
is made under the provisions of Sections 117 to 128 of 
the Bangalore Corporation Act. There is not much 
difference either in the mode or collection of taxes in 
the new set up. 

10. Tolls. 

Tolls were levied in the two erstwhile Municipalities 
of City and Civil Station under the provisions of 
Sections 91 and 92 and Section 41 (1) (A) (d) of the 
Bangalore Municipal Law respectively. The proce¬ 
dure and the schedule of rates were prescribed in the 
bye-laws framed under the respective act. The levy of 
tolls is continued even after the formation of the Cor¬ 
poration under Section 97 (/) of the Corporation Act. 
Till recently the old schedule of rates was continued 
and from 1st April 1953 the schedule was stepped as 
follows in view of the fact that the old rates were fixed 
decades ago and warranted a revision consequent on the 
change of condition. 


Description. 


Existing 

rates in City. Proposed. 


— 

----------* *" 

Rs. 

A. 

P. 

Rs. 

A. 

P. 


On every 4 wheeled carriage on springs . • 

. 0 

4 

0 

0 

5 

0 

1. 

. o 

2 

2 

6 


0 

0 

2. 




3. 

On every Hackney or cart drawn by men, bulls, bullocks, horses or mules, laden . 

. . o 

4 

0 

0 

5 

0 

4. 

On every Hackney or cart drawn by men, bulls, bullocks, horses or mules, not laden 

. o 

2 

0 

0 

2 

6 



. . o 

2 

0 

0 

2 

6 

5. 







. . 1 

0 

0 

1 

4 

0 

6. 


. o 

12 

0 

0 

15 

0 

7. 








1 

8 

0 

1 

14 

0 

8. 









0 

4 

0 

0 

5 

0 

9. 

. o 

4 

5 

0 


0 

0 

10. 















275 


11. Profession Tax. 


Question No. 208 .—Local Fund Cesses. 


This tax was levied in the old City Municipality 
under the provisions of Section 64 (b) (xi) and 

Schedule V of the City Municipalities Act 1933 and 
Chapter VII of the City Bye-laws copies separately 
despatched. The levy of this tax was first initiated in 
1938 to augment the revenues and from that year it 
was continued. In the Civil Station no Profession Tax 
was levied, although there was a provision in the 
Bangalore Municipal Law. After the advent of the 
Corporation, the levy was made in respect of the entire 
city as per provisions Nos. Ill to 116 contained in the 
Corporation Act. The minimum taxable monthly income 
according to the notice issued by the Corporation (copy 
enclosed) is Rs. 200. There is an agitation that this 
last class should be removed from the schedule as this 
affects the middle class population who find it difficult 
to meet both ends. The matter is under consideration 
of the Corporation. 


There has been no suspension of land revenues and 
abolition of Zamindari before in this Corporation. 


Question No. 209 .—Octroi and Terminal Tax. 

No terminal taxes are levied in this Corporation but 
Octroi. The revenue under Octroi forms nearly l/5th 
of the entire revenues of the Corporation. Of course 
there has been a long-standing agitation in the City 
that the levy of Octroi hamper trade and commerce. 
In this Corporation where the house tax is the lowest 
and revenue under other heads is limited the levy of 
Octroi is absolutely necessary to tide over financial 
stringency. 


Question No. 219 (a) and 220. 


12. Theatre Tax. 

This tax otherwise called Amusement Tax, was 
levied in the City Municipality under the provisions of 
the Amusement Tax Act. The levy and collection was 
made by the Deputy Commissioner of the Government 
and the proceeds were remitted to the Municipality after 
deducting 12J per cent, of the entire revenue in lieu of 
collection and other charges. In the Civil Station the 
levy and collection were made by the Municipality since 
1933. On an average the collection per year was 
Rupees Two lakhs. After the formation of the Corpora¬ 
tion, the provisions of the Amusement Tax Act were 
applied to the Civil area also with the result that the 
levy and collection in respect of the entire area are now 
being made by the Government and the Corporation 
gets the usual subvention. As the collections are not 
satisfactory and there is leakage of revenue, the Corpora¬ 
tion have moved the Government to transfer the powers 
of levy and collection to the Corporation itself. The 
matter is under consideration of the Government. This 
tax does not include Seating Tax which is collected by 
two Governments. 

13. Toum Improvement and other “ Betterment Tax ”. 

This is not levied by the Corporation. 

14. Other Taxes .—A duty on transfers of immovable 
properties was levied b.y the City Municipality in the 
form of a surcharge on the duty imposed by the Mysore 
Stamp Act 1900 on instruments of sale, gift, etc., at half 
per cent, on the amount of consideration on such instru¬ 
ments the value of which exceeded Rs. 2,500 vide 
Section 67-A of the Mysore City Municipalities Act, 
1933. In the Civil Station the duty was similarly levied 
under Section 67-A of the Bangalore Muncipal Law, but 
Ihe rate differs, viz., 2 per cent, on the value exceeding 
Rs. 5,000. After the formation of the Corporation the 
levy as above is being continued under the Transition 
Provisions of the Corporation Act. But the Corpora¬ 
tion have decided to fix the levy at 1 per cent, on the 
value of consideration exceeding Rs. 2,500. As this 
involves an amendment to the Corporation Act, the 
matter is under consideration of the Corporation and 
Government. 


Vide Statement enclosed regarding Taxes on Vehicles 
and Animals and Profession Tax. 


Question No. 221 .—Theatre Tax. 

Vide reply under item No. (12) above. 

Question Nos. 8 and 9. 

Apart from “ Service Tax ” already enumerated, 
Education Cess and Health Cess are being levied on 
Property Tax, Profession Tax and Tax on Vehicles and 
Animals. But these two taxes are levied under the 
orders of the Government on enactments made by them. 
T)»e amounts so collected are being remitted to Govern¬ 
ment. The Corporation is agitating to get a share out 
of the two cesses as they attend to educational and 
health needs in the city. 

Question Nos. 10 and 11. 

The Corporation are not having any commercial or 
industrial undertakings. 

Question Nos. 15 to 17. 

The points raised in the above questions are rele¬ 
vant to such local taxes as Octroi, Tolls and tax on 
Vehicles and Animals. 

Question Nos. 189 to 194. 

A. There has been no instance where the Corpora¬ 
tion has been refused executive sanction by the State 
Government in regard to the proposed levy of any tax. 

B. Grant-in-aids paid prior to the formation of the 
Corporation are refused to be paid now. 

There has been no instance where the Statement 
Government refused to float a loan. 


Section B.—Replies to questions. 

Question No. 203.—General Property Tax. 

(a) The rate of property tax is on a Slab basis as 
already detailed above—For details a statement is 
enclosed. Regarding other particulars on this question— 
vide answer furnished to the Government in this office 
letter No. N. Dis. 614153 dated 27th August 1953. 

(b) If properties belonging to the Central and State 
Governments are made liable to the property tax, the 
additional receipts would be about Rupees Five lakhs 
a year. 


Question No. 207 .—“ Service Taxes.” 

A statement showing the receipts under Service 
Taxes, Water Supply and Drainage, is enclosed. The 
expenditure on cost of services for which the taxes are 
levied is also shown in the statement. The receipts 
from these taxes are not adequate to meet the expendi¬ 
ture. If a consolidated tax is levied on properties the 
rate may be double the existing rate under Service 
Taxes. 


C. The State Government does not assist the Cor¬ 
poration in meeting any development expenditure. 
This Corporation is neither assigned any share of 
receipts from individual State taxes other than compen¬ 
sation for loss of revenue under Vehicle taxes. The 
Government is not paying now any grant-in-aid other 
than for Education. 


Question No. 195. 

So far as Motor Vehicles are concerned, the entire 
amount collected should be given to the Corporation. 
The payment of subvention based on three years aver¬ 
age when the Motor Vehicle tax was not so heavy as 
now, has to be revised based on the latest income. 


Question No. 198. 

The main reason perhaps is on account of fear of 
public odium. For instance there was recently a pro¬ 
posal to impose Octroi duty on raw wool and cotton 
which the Corporation decided to drop on account of 
protests from certain quarters. 



Statement showing the different Rates of Profession Tax for different slabs, number of assessees ... 
the total income assessed thereunder and the total receipts pertaining to each slab. 


Class and Rates per month. 


1960-51. 

_-l ---— 

Rate Number Total Total 

of Tax of income receipt 

per year. Assessees. per month. per year. 


Remakes. 


1. 

2,000 and over . 

. 

« • • 

100 

27 

Rs. 

54,000 

Rs. 

2,700 

A. 

0 

p. 

0 

2. 

1,600 to 2,000 . 

. 

. 

75 

21 

31,500 

1,575 

0 

0 

3. 

1,000 to 1,600 . 


• • • 

50 

33 

33,000 

1,650 

0 

0 

4. 

500 to 1,000 . 

a 

a 

25 

410 

2,05,000 

10,250 

0 

0 

6. 

300 to 600 

• 

• 

12 

837 

2,51,100 

11,244 

0 

0 

6. 

200 to 300 

. a 

• « 

8 

1,357 

2,71,400 

10,856 

0 

0 

7. 

100 to 200 

t • 

a 

4 

2,195 

2,19,500 

8,780 

0 

0 




Total 


4,880 

10,65,500 

47,055 

0 

0 


Class and Rates per month. 


1951-1962. 

_ _„ _ * _ 

Rate Number Total 

of Tax of income 

per year. Assessees. per month. 


Total 
receipt 
per year. 


Remakes. 


1. 

5,000 and over . 



• • • 

200 

91 

Rs. 

3,80,000 

Rs. 

14,362 

A. 

8 

p. 

0 

2. 

3,000 to 6,000 . 



• a • 

150 

55 

1,52,000 

5,809 

6 

0 

3. 

2,000 to 3,000 . 



• • • 

120 

125 

2,25,000 

10,277 

0 

0 

4. 

1,000 to 2,000 . 



• a a 

80 

409 

4,04,000 

25,776 

0 

0 

5. 

700 to 1,000 . 



a a a 

30 

293 

2,11,250 

7,290 

12 

0 

6. 

600 to 760 



• a • 

24 

692 

3,31,000 

11,948 

0 

0 

7. 

200 to 500 


• 

a a a 

12 

4,468 

10,01,600 

38,248 

0 

0 





Total 


6,133 

27,04,850 

1,13,750 

10 

0 


Class and Rates per month. 


1. 5,000 and over . 

2. 3,000 to 5,000 . 

3. 2,000 to 3,000 . 

4. 1,000 to 2,000 . 

6. 700 to 1,000 . 

6. 500 to 750 

7. 200 to 500 


Number 

of 


1962-1953. 

. J t 

Total 

income 


per year. 

Assessees. 

per month. 

per year. 




Rs. 

Rs. 

A. 

p. 

260 

87 

4,35,000 

14,180 

0 

0 

150 

48 

1,56,000 

5,765 

10 

0 

120 

109 

2,44,000 

10,545 

0 

0 

80 

364 

4,41,000 

24,550 

0 

0 

30 

346 

2,38,750 

8,788 

2 

0 

24 

536 

3,78,000 

11,499 

0 

0 

12 

4,202 

10,80,400 

39,211 

8 

0 


Remarks. 


Total 


5,692 


29,73,150 


1,14,539 4 0 
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Statement showing the detail of income and the incidents of Taxation of the Corporation of the city of 

Bangalore. 



1946-49. 

1949-50. 

1950-51. 

1951-52. 

1952-53. 

_ _A.. __- 

Particulars. 

• 

1st July 1948 
to 

30th June 1949. 

9 months from 

1st July 1949 to 
31st March 1950. 

1st April 1950 1st April 1951 
to to 

31st March 1951. 31st March 1952. 

1st April 1952 
to 

31st Maroh 1953. 

A. — Gbnebal Information. 






1. Population ...... 

4,06,328 4,06,328 

(as per Census of 1941) 

7,78,977 7,78,977 

(as per Census of 1951) 

7,78,977 


Rs. 

Rs. 

Rb. 

Rs. 

Rs. 

2. Total income from all sources . 

64,87,461 

41,32,267 

63,03,699 

68,39,640 

75,46,953 

3. Total inoome from rates and taxes . 

61,89,292 

38,15,291 

60,22,261 

63,78,150 

71,89,814 


Rs. A. P. 

Rs. A. F. 

Rs. A. F. 

Rs. A. F. 

Rs. A. F 

4. Per Capita incidence of total income 

15 15 0 

10 3 0 

8 1 0 

8 12 0 

9 11 0 

5. Per Capita inoidenoe of inoome from taxes 

15 4 0 

9 6 0 

7 11 0 

8 3 0 

9 4 0 

B.— Details of Income. 






I. —Tax Revenue. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

(i) General Poperty Tax (Tax on Houses 
sDd Lands). 

7,16,899 

4,95,078 

8,34,779 

8,51,717 

9,74,976 

(ii) “Service” Taxes (Water, Lighting, 
Drainage Conservancy, etc.). 

11,58,740 

7,84,323 

12,59,441 

12,99,443 

15,54,940 

(iii) Local Fund Cesses, Education Cess and 
Health Cess. 


Recovered and paid to Government. 


(iv) Ootroi and Terminal Taxes—Octroi 

18,68,667 

9,18,111 

15,42,077 

20,13,666 

16,76,716 

Terminal taxes . 


. • 

. . 


•• 

(v) Tolls . 

85,555 

68,897 

74,069 

70,532 

82,658 

(vi) Taxes on goods and passengers carried 
by road or inland water ways. 

•• 

•• 

•• 


•* 

(vii) Taxes on Vehicles, animals and boats . 

5,06,214 

2,97,312 

3,37,090 

3,16,462 

3,23,486 

(viii) Profession Tax , . . . . 

40,409 

31,661 

49,957 

1,11,208 

1,11,245 

(ix) Theatre Tax ..... 

3,92,222 

3,02,676 

3,62,133 

1,80,929 

6,13,946 

(x) Pilgrim Tax ..... 

• • 

• • 

• • 


•• 

(xi) Town Improvement and ‘ Betterment' 
Tax es. 

•• 

•• 

•• 

•• 


(xii) Other Taxes, Cesses and rates vide state¬ 
ment enolosed. 

14,20,586 

9,17,233 

16,62,715 

15,34,193 

18,51.847 

Total 

61,89,292 

38,15,291 

60,22,261 

63,78,150 

71,89,814 

II. — Non-Tax Revenue. 






(a) Grants from Government— 






(i) For Roads and Buildings . 

30,000 

31,875 

73,295 


87,286 

(ii) For Education .... 

1,53,369 

86,556 

5,918 

31,336 

49,000 

(iii) For Medical and Public Health 
purposes. 

3,846 

1,00,195 

584 

59,312 


(iv) For other purposes—Excise Sur¬ 
charge fees. 

32,846 

18,111 

27,063 

26,071 

22,281 

( b ) Fees, fines, etc., vide detailed statement 
enclosed. 

30,745 

27,616 

34,470 

27,588 

17,164 

(c) Miscellaneous, vide statement enclosed 

47,363 

52,713 

1,40,108 

3,17,184 

1,81,408 

GRAND TOTAL 

64,87,461 

41,32,257 

63,03,699 

68,39,640 

75,46,953 
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Statement showing details of income under other Taxes, cess and rates under frees fines <S> miscellaneous. 


Particulars. 

1948-49. 

r-—- K -v- 

1949-50. 

-— - 

1960-51. 

1951-52. 

1952-53 

1st July 1948 
to 

30th June 1949. 

9 months from 
1st July 1949 to 
31st March 1950. 

1st April 1950 
to 

31st March 1951. 

1st April 1951 
to 

31st March 1952. 

1st April 1952 
to 

31st Marchl953 

(xii) Other Taxes, Cesses and Rates. 





• 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Duty on Transfer of Property 

2,06,251 

1,13,427 

2,00,934 

1,44,033 

2,01,480 

Sale of manure, nightsoil, etc. 

34,981 

25,135 

40,044 

60,956 

63,927 

Conservancy fees .... 

9,102 

8,527 

10,267 

12,652 

11,488 

Dhoby Ghat fees .... 

695 

425 

1,645 

1,040 

960 

License fees ..... 

41,794 

52,771 

49,170 

62,865 

67,993 

Births and Deaths—Receipts 

1,475 

1,022 

1,373 

1,405 

1,360 

Education, School fees 

12,707 

20,725 

27,417 

38,762 

41,786 

Swimming Pool Collections 

5,165 

2,560 

3,778 

4,014 

3,848 

Ulsoor Tank Boat fees 

. 1,248 

791 

1,096 

1,137 

1,028 

Markets. 

2,46,302 

1,74,322 

2,87,099 

3,29,419 

3,20,411 

Slaughter Houses .... 

45,963 

44,855 

67,355 

70,871 

69,347 

Cart Stand fees ..... 

3,035 

2,026 

9,342 

3,987 

6,006 

Pounds, fees and feeding oharges 

5,624 

3,849 

4,280 

4,316 

[ 6,212 

Land Development .... 

. 1,87,747 

1,47,014 

2,14,101 

2,61,936 

2,61,115 

Meter rent ..... 

49,710 

13,482 

23,148 

37,006 

46,662 

Water Supply reoeipts 

6,76,164 

2,93,451 

6,08,610 

4,96,542 

7,66,692 

Drainage, Sale of Sewage Water . 

13,723 

12,871 

13,056 

13,264 

12,632 

Total 

14,20,586 

9,17,233 

15,82,715 

15,34,193 

18,51,847 


//.—(6) Fees, Fines, etc — 

Composition fees .... 

8,001 

3,338 

4,391 

6,876 

7,691 

Fines, etc. ..... 

13,983 

10,021 

17,931 

6,343 

6,343 

Fees for analysis, eto., and fines 

8,653 

13,898 

12,143 

14,369 

4,074 

Conservanoy fines 

108 

259 

5 

•• 

• 

55 

Total 

30,745 

27,516 

34,470 

27,587 

17,163 


(e) Miscellaneous — 






Miscellaneous revenue . 

10,596 

6,564 

17,911 

22,164 

13,373 

Road outting oharges 

18,281 

4,524 

5,986 

8,247 

11,659 

Tools, Plants and Stores 

11,853 

4,801 

13,355 

15,416 

10,488 

Hire of Ambulanoe Car . 

2,667 

2,645 

3,583 

2,820 

1,956 

Vaccination and Anti-rabio treatment 

187 

165 

• • 


190 

Reading Room and other reoeipts . 

. • 

. . 

36 

, , 

67 

Sale of sites ..... 

•• 

30,135 

99,238 

2,60,779 

1,39,907 

Contribution from Military for street 
lighting. 

3,879 

3,879 

•• 

7,758 

3,879 

Total 

47,363 

52,713 

1,40,108 

3,17,184 

1,81,408 
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Water supply and Drainage Account. 


Heads. 

1948-49. 

1949-60. 

9 months. 

1960-61. ’ 

1951-52. 

1952-53. 

Receipts. 






1. Water Supply— 

Rs. 

Rs. 

Rs. 

Rs. 

Rb. 

Water tax on private Buildings .... 

7,20,428 

4,83,329 

7,80,256 

8,03,628 

9.69,640 

Water tax onJGovernment Buildings 

• • 

•• 

2,263 


.. 

Collection of excess water charges 

4,54,149 

2,12,450 

4,77,201 

3,78,640 

6,60,183 

Charges for water supply for the Military 

1,03,756 

08,707 

1,12,205 

1,04,411 

89,168 

Charges for supplying water from the Ulsoor Tank 
to the Railway. 

10,706 

11,333 

171629 

11,946 

16,314 

Plumbers License fees ...... 

800 

466 

798 

789 

1,210 

Fines, Penalties, etc. ...... 

90 

77 

• • 

• • 

7 

Other receipts ....... 

059 

368 

777 

760 

811 

Total 

13,02,692 

7,76,780 

13,91,129 

13,00,170 

17,26,332 


2. Meter. 

49,710 

13,462 

23,148 

37,006 

40,602 

3. Drainage—Sale of Sewage water and contributions 
from Military. 

10,660 

12,871 

13,050 

71,020 

12,532 

Total Receipts , 

13,68,962 

8,03,113 

14.27,333 

14,08,196 

17,85,526 

Expenditure. 






1. Water Supply— 






Establishment ....... 

•• 

46,987 

61,788 

52,716 

55,398 

Maintenance of water works and supply of water . ~| 

11^1,145 

0,05, 88oJ 

11,40,129 

12,96,160 

14,30,740 

Installation of Sub-Mains . . , . . J 


1 

1,609 

33,096 

24,009 

Publio Fountains .. 



• a 

• a 

2,200 

Total 

11,91,145 

6,52,867 

11,93,486 

13,80,968 

15,12,344 

2. Meters —Establishment, repairs to and purchase of 
meters. 

30,237 

7,708 

20,477 

9,034 

36,166 

3. Drainage, Establishment, Surface drains and Sewage 
Soheme. 

1,26,522 

1,75,939 

1,77,312 

2,01,462 

3,99,262 

Total Expenditure . 

13,47,904 

8,36,514 

13,91,276 

16,91,464 

19,47,762 


B.—LiOHTisa Aooourrr. 

Receipts. 

1. Lighting tax ...... 

9 

1,44,723 

1,00,818 

1,89,853 

1,08,860 

2,01,663 

Contribution from Military Department . . 

m 

3,879 

3,879 

•• 

7,758 

3,879 

Total 

• 

1,48,602 

1,04,697 

1,59,853 

1,70,008 

2,05,442 


Expenditure. 

Street lighting charges, installation of new lights and 1,67,387 

npttin ftod shifting of lights. 


1,33,008 


1,60,076 


1,97,896 


2,74,813 
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Conservancy and sanitation. 


, 


Heads of Aocount. 


1948-49. 

1949-50 

9 months. 

1950-61. 

1951-52. 

1952-63. 

Receipts. 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Sale of Manure, Nightsoil, street refuse, etc. . 


34,981 

25,135 

40,044 

60,955 

53,927 

Sanitary Cess including Scavenging and Latrine rates 

2,87,589 

2,00,176 

3,17,069 

3,26,965 

3,83,737 

Conservancy fees ..... 

• 

9,102 

8,527 

10,267 

12,652 

11,488 

Dhoby Ghat fees ..... 

• 

695 

425 

1,645 

1,040 

960 

Finea ....... 

• 

108 

259 

5 


58 

Total Reoeipts 

• 

3,32,475 

2,34,522 

3,69,030 

4,01,612 

4,50,170 

Expenditure. 

Establishment ...... 


8,81,382 

6,82,164 

9,11,094 

9,87,185 

10,97,197 

Establishment for intensive cleaning . 


• • 

22,510 

31,032 

55,990 

57,976 

Purohase of drainage accessories . 


6,547 

2,729 

3,716 

4,747 

3,931 

Maintenance of Bullocks .... 


—36 

1,155 

9,253 

16,485 

11,662 

Mobile Police Staff ..... 


•• 

4,715 

7,484 

8,241 

7,334 

Maintenance of lorries including establishment 


2,68,642 

66,605 

1,43,835 

1,66,417 

1,56,798 

Purchase of dust bins .... 


2,324 

518 

5,987 

15,688 

825 

Purchase of tools and Plant 


14,885 

2,985 

14,924 

18,860 

17,398 

Repairs to carts including establishment 


6,634 

2,416 

2,504 

3,268 

3,361 

Store establishment ..... 

• 




3,642 

4,530 

Total Expenditure 

11,80,378 

7,85,796 

11,29,829 

12,80,523 

13,61,012 

Statement showing details 

of expenditure of 

the Corporation of the City of Bangalore. 


1948-49. 

. . A. 

1949-60. 

1950-51. 1951-52. 

1952-53. 

_A,_ 



Particulars. 1st July 1948 9 months from 1st April 1950 1st April 1961 1st April 1952 

to 1st July 1949 to to to to Rkmarks. 

30th June 1949. 31st March 1960. 31st March 1951. 3lBt March 1952. 31st March 1953. 


(i) Administration . 

5,19,081 

3,76,249 

5,68,454 


5,41,951 

6,75,688 




(ii) Service ’ (Water 

26,95,669 

17,55,908 

26,71,180 


80,69,883 

35,83,579 




supply, drainage, Con¬ 
servancy, Lighting, 

etc.). 










(iii) Medical and Publio 

8,10,592 

4,50,621 

8,44,271 


9,33,275 

9,67,484 




Health. 










(iv) Roads and Buildings. 

15,60,144 

12,86,292 

13,08,623 


13,40,622 

16,37,051 




(v) Miscellaneous . 

7,63,816 

5,42,016 

5,66,390 


6,85,582 

7,12,654 




Total 

63,49,302 

44,11,086 

59,58,918 


65,71,313 

75,76,456 




Statement showing the Receipts from taxes on 

animals, vehicles 

and boats. 




Heads. 

- 

1950-51. 

1951-52. 

1952-53. 

Grand Total. 




Rs. 

A. P. 

Rs. 

A. P. 

Rs. A. P. 

Rs. A. 

P. 


Vehicles. 









1. Viotorias .... 


9 

0 0 

12 

0 0 

12 0 0 

33 0 

0 


2. Jutkas .... 

• 

2,225 

0 0 

3,346 

0 0 

3,006 0 0 

8,567 0 

0 


3. Double Bullock Carts 

- 

2,527 

4 0 

3,507 

0 0 

3,734 0 0 

9,768 4 

0 


4. Single Bullock Carts . 


1,713 

0 0 

2,810 

0 0 

2,263 0 0 

6,786 0 

0 


5. Hand Carts 

• 

1,153 

8 0 

2,590 

4 0 

2,672 0 0 

6,315 12 

0 


6. Rickshaws 

• 

84 

12 0 

•• 


36 0 0 

120 12 

0 

















Replies of the Kolar Gold Field SaHitarv Board to the 


Question- 


VION. 


MEMORANDUM A. 

(1) The K. G. F. Sanitary Board was cc 
under Section 34 of the Mysore Mines Act, 1906, tor 
special sanitation and sanitary administration ol tne 
Kolar Gold Field area, where Gold mining operations 
are in progress. The Board as at present constituted 
consists of 26 members as noted hereunder: . 


(a) Ex-Officio members . • • 

(b) Representatives of Mining Companies 

(c) Elected members . • 

(d) Members nominated. to- represent: 

(i) Rural areas • 

(ii) Depressed Classes- 

(iii) Local Labour Associations . 

Total 


7 

7 

7 

2 

2 

1 

26 


(e) Tax on vehicles. 


The Deputy Commissioner of KatVar District JT t&e 
Ex-Officio President of the Board and \fche Spsnal First 
class Magistrate, K- G. F. is the Ex-Officio Vice- 
President. 

It is interesting ter note that the K.G.F. Sanitary 
Board, which was originally designed to attend to the 
sanitary administration of the local area has gradually 
developed to the size of a City Municipality with the 
result that today it has all the discretional and obliga¬ 
tory functions of a full-fledged City Municipality, though 
it is not a Municipality in the strict sense of the term. 
The question of framing comprehensive legislation to 
meet the administrative needs of this area is under the 
active consideration of the Government. 

(2) The Board started its operations during the year 
1899 with a modest revenue of Rs. 7,019. With the 
gradual increase in the activities of the Board and the 
needs of the area, the Board have had from time to 
time to augment their resources by resorting to the levy 
of several taxes which a Municipality is competent to 
levy with the result that today the Board’s revenues are 
in the neighbourhood of Rs. 5 lakhs. A statement of 
Income and Expenditure of the Board for the past five 
years is enclosed. 

(3) (i) The revenue derived from taxes levied by the 
Board constitutes the major sources of income for the 
Board. 

(ii) The following are the shares of revenue fjom the 
specific taxes levied and collected by the State Govern¬ 
ment : — 


Tax on dogs/ 

The Toll and Octroi Revenue registered an increa 
from year to year.. g u t during the current year, the 
is a tendency towa^ s mainly to t 

due to the closmfg one 0 f the Mines, nil., Oorgaun. 
Mine and the general trend towards depression. The 
Board have hee n aWJ yp l v considering the questfaft of 
augmenting theifTfcSources and a Sub-Committee 
is examining t^ e question inTSSHSPs"**'' ■ ll " 

(5) Ever s ie the inception of the Board, attempts 
have been titmie from time to time to improve the 
Board’s resources. The most important of these 
measures 'frere: — 

. (i) The introduction of the levy of Octroi Revenue 
' / with effect from 1-7-48, and " 

(ii^The introduction of Toll Revenue with effect 
from 1-7-49. 

(iii) Improvements to the two market buildings 
under the control of the Board. 

During the year 1945 the rates of rent on shops of 
the two markets maintained by the Board, were increas¬ 
ed so as to be corresponding with rents obtaining in the 
locality and this resulted in the increase in the recurring 
revenues of the Board to the extent of approximately 
Rs. 6,000 per annum. The rate of tax on bicycles was 
also increased from Rs. 1-8-0 per annum to Rs. 2-8-0 
per annum. 

The measures adopted by the Board between the 
period from 1945 and 1950 for rehabilitating their 
finances have resulted in increase in their recurring 
revenues to the extent of nearly Rs. 2| lakhs per annum. 

(6) According to the provisions of the Mysore Mines 
Act, the Board have been empowered to levy, with the 
previous sanction of Government, such tax, rate or cess 
within the Board’s area, as a Municipal Council would 
be competent to levy under the Law in force relating 
to Municipalities. The Board have levied almost all the 
items of taxes levied in any Municipal area with the 
exception of Profession Tax (i.e., tax on professions, 
trades or callings). Having regard to the fact that the 
population of this area is composed for the most part 
of the working classes, the scope for further taxation is 
limited, though the present income of the Board is far 
too meagre to administer a city area with a population 
of 159,158 according to the Census of 1951. However, 
the Board have been seriously considering how best 
they could further augment their resources with a view 
to meet the growing needs of the area. 


(a) Compensation for loss of 

vehicle tax (tax on motor 
vehicles) . 

(b) Local cess on land revenue 

collected from the Board’s 
area .... 

(c) Share of entertainment tax. 

about . 


Rs. 

5,213 

2,500 P. A. 
13,000 P. A. 


(iii) With the exception of the grant paid by Govern¬ 
ment under the rules relating to the maintenance of 
aided high schools, in respect of the two high schools 
maintained by the Sanitary Board, no other annual 
grant is being paid by Government to the Sanitary 
Board. 


So far as Mysore State is concerned, the State Legis¬ 
lation and the Rules thereunder or the policies and 
practices of the State do not in any way hinder the full 
utilisation of suitable tax resources. 

(7) The Special First Class Magistrate, K.G.F., is the 
Ex-Officio Vice-President of the Sanitary Board. Next 
to the President, who is the Chief Executive Officer of 
the Board, the Vice-President exercises direct, control 
over the Board’s Revenue Officer, who is in-charge of 
the administration and collection of taxes and the Medi¬ 
cal Officer of Health who is in-charge of health and 
sanitation of the Board area. 


(iv) The following are the several items of non-tax 
revenue (income from fees): — 

(a) Daily fee from market shops. 

(b) Hackney carriage license fee. 

(c) Fee for the slaughter of animals. 

(d) Class fee levied from the students of the high 

schools. 

(4) The following are the principal taxes levied by 
the Board: — 

(a) Taxes on buildings (consolidated rate made up 

of 5 per cent, house tax, 3 per cent, of water 
tax and 1 per cent, of lighting tax). 

(b) Special Sanitary Cess. 

(c) Octroi on certain articles imported into the 

Board’s limits as per schedule. 

(d) Toll on vehicles with the exception of Motor 

vehicles, entering the Board’s area. 


Levy of Assessment: 

The assessment is usually levied by the Revenue 
Officer of the Board. Objections to the valuation and 
assessment levied by the said officer are heard by the 
Board|s Standing Committee and decided upon merits. 
Once in four years, there is a general revision of assess¬ 
ment, for conducting which usually, a separate Assessing 
Officer is appointed. Even in the case of such a General 
Revision, objections against the valuation arid assess¬ 
ment made by the Assessing Officer are heard and 
disposed of by the Board’s Standing Committee and 
ultimately, in appeal by the Board. 

Collection: 

The Collection Staff consists at present, of a Revenue 
Inspector and three Bill Collectors in addition to the 
necessary Menial Staff. The Staff works under the direct 
control of the Revenue Officer of the Board. Formerly 
the work of collecting the Board’s taxes had been 
entrusted partly to the Amildar (Revenue Department) 
of the Bangarpet Taluk and partly to the Medical Officer 
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r , "Statement s 


ei on anv 





and boats —contd. 


St 


9. Race Hcpoeq, 

10. Bun. : *« W * 


Compounding Fee. 



,,/Bf ' 


1,122 4 0 

•,460 0 0 
. 482 0 0 

M85 6 6 

M«IA_0 0 


Total 


1951-52. 


1958-53. 


Grand Total. 


Re. a. P. 

j 

936 0 0 


Ra. 


A. P. 


R». A...W- 


statement thawing the Different Rates of Pra/ueim Tats for Diff&eni 



Attested Aeretfgdffr mam Total Receipts pe 1 


Class and Rates per month. 

No. 

Rate 
of Tax 
Jper year. 

Number 

of 

1950-1951. 

income 
per month. 

Total 
receipt 
per year. 

Remarks. 

1. 2,000 and over ..... 

Ra. 

100 

27 

Rs. 

54,000 

Rs. A. p. 
2,700 0 0 


2. l,600to 2,000 ..... 

. 75 

21 

31,500 

1,675 0 0 


3. 1,000 to 1,500 . 

60 

ff 33 

33,000 

1,660 0 0 


*■ 600 to 1,000 . . 

26 

410 

2,05,000 

10,250 0 0 


6. 300 to 500 . 

12 : 

837 

2,61,100 

11,244 0 0 


6. 800 to 300 . 

8 

1,357 

2,71,400 

10,856 0 0 


jgf> 100 to 200 . 

. 4 

2,195 

2,19,500 

8,780 0 0 


Total 

. 

4,880 

10,65,500 

47,055 0 0 


Class and Rates per month. 

Serial 

No. 

Rate 

Number 

1951-1952. 

JL 

Total 

Total 

Remarks. 

of Tax 
per year. 

of 

Assessees. 

inoome 
pSr month. 

receipt 
per year. 


1* 5,000 and over ..... 

Rs 

200 

91 

Rs. 

3,80,000 

Rs. A. P. 
14,362 8 0 


2. 3,000 to 6,000 . 

150 

55 

1,52,000 

5,809 6 0 


3- 2,000 to 3,000 . 

120 

125 

2,25,000 

10,277 0 0 


*• 1,000 to 2,000 . 

80 

409 

4,04,000 

25,776 0 0 


*• 700 to 1,000 . 

30 

293 

2,11,250 

7,290 12 0 


6- 500 th 760 . 

24 

692 

3,31,000 

11,948 0 0 


7 - 300 to 600 . 

12 

4,468 

10,01,600 

38,248 0 0 


Total 

. 

6,133 

27,04,850 

1,13,750 10 0 


Class and Rates per month 

r— 

Rate 

Number 

1952-1963. 

Total 

Total 

Remarks. 

No. 

of Tax 

of 

income 

receipt 


per year. 

Assessees. 

per month. 

per year. 


1. 6,090 and over . 

Rs. 

200 

87 

Rs. 

4,35,000 

Rs. A. P. 
14,180 0 0 


2, 3,000 to 5,000 . 

150 

48 

1,56,000 

6,765 10 0 


3. 2,000 to 3,000 .... 

120 

109 

2,44,000 

10,546 0 0 

- 

4. 1,000 to 2,000 . 

80 

364 

4,41,000 

24,550 0 0 


5. 700 to 1.000 . 

30 

346 

2,38,750 

8,788 2 0 


6. 696*0 760 . 

24 

636 

3,78,000 

11,499 0 0 


7 , 200 to 600 . 

12 

4,202 

10,80,400 

39,211 8 0 


, Total 

. 

5,692 

29,73,160 

1,14,639 4 0 



22 nw*wc*/5® * 36 
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bf Health of the Sanitary Board. With the gradual in¬ 
crease in the activities of the Board and their revenues 
the need for the services of a Wholetime Officer was felt 
and consequently a separate post of Revenue Officer was 
created during the year 1943. 

Taxes are collected by the Bill Collectors by door 
to door visit. The only coercive process which the 
Board has been empowered to take for collection of 
taxes from defaulters is by distraint and sale of the 
moveables of the defaulter if he fails to pay the taxes 
in spite of a demand notice served upon him. The power 
■of distraint is restricted to arrears relating to a period 
of three years only. This is the usual power vested in 
the Local Bodies. The other alternative process to re¬ 
cover all taxes from persistent defaulters is to file suits 
in a Civil Court. The process of recovery through Civil 
Courts is not only a cumbersome one but also involves 
considerable delay in realising the amounts due. 

In view of the limited powers that a Local Body has 
'for the collection of its taxes, heavy arrears are a stand¬ 
ing feature of almost every local body. I am personally 
■of the opinion that the power of adopting coercive pro¬ 
cesses by a Local Body for the recovery of its taxes must 
he placed on the same level as that of the Revenue De¬ 
partment making it a first charge on the property. Unless 
.this is done, the position is not likely to improve. 

8-9. Cases of evasion do arise now and then in respect 
<of Octroi duty. Deterrent penalties and effective super¬ 
vision have kept such cases at the minimum. 

(10) A statement containing certain data on the 
^finances of the K. G. F. Sanitary Board is appended. 

{General information: 

(a) Population (According to the 

Census of 1951) . . . 159,158 

<(b) Total income from all sources 5,28,074 (52-53) 

((c) Total income from rates and 

taxes . . . . 2,16,979 (52-53) 

f&) Per capita incidence of total 

income .... 3-317 

(e) Per capita incidence of in¬ 
come from taxes . . 1-363 

MEMORANDUM B. 

List of Local taxes. (Part 1.) 

1 . Tax on advertisements other than those appearing 

in news papers — 

No such taxes are levied by the Board. 

2. General property tax and Service Taxes — 

' The present rate of building tax (9 per cent, of the 
lettilng value) was adopted during 1926 and since then 
•there has been no change in the rate of levy. 

r( 2 oo/ I do not agree that there is multiple taxation, 
'the purpc'se of the levy in each case being different. I 
;am in Savour of continuing the existing system. 

( 201 ) 1 a^ree that there should be no change from 
the well tried basis of rent for purposes of levy of tax 
(on the properties. 

(202) So far as Municipalities in the Mysore State 
■'are concerned, I do not think that there is any case in 
•which a Municipality has failed to levy property taxes 

in spite of the statutory obligation to do so. On the 
other hand tax on immovable properties (buildings and 
1 lands) constitutes one of the major sources of revenue 
rof almost every municipality. 

(203) So far as K. G. F. Sanitary Board is concerned, 
mo exemption has been granted on properties with a 
rental value below any particular level. I understand 
that in Mysore City properties with a letting value of 
Rs 16 and below per annum, have been exempted from 
payment of property tax. The provision contained in 
'the Municipal Act with regard to the grant of remission 
«on the ground of vacancy is enough and may continue. 

(205 and 206) The provision contained in the several 
Acts pertaining to Local Bodies at present in this respect 
are alright and may be continued. 

(207) The existing procedure with regard to the levy, 
collection, etc., of these taxes are alright and may con¬ 
tinue. I am of the opinion that even properties pertain¬ 
ing to Central and State Governments, including the 
properties of the Railway Department must be assessed 
to property tax by Local Bodies in the usual manner, 
so long as they enjoy the amenities provided by the 
Municipalities directly or indirectly. No data are readi¬ 
ly available to show what the extra recurring revenue 


would be by subjecting such properties to the levy of 
tax. Roughly the Board may get more than Rs. 7 to 8 
thousand per annum, if such properties situated in the 
Kolar Gold Field area are subjected to the levy. 

There is a general convention that the letting value 
of properties of owner-occupiers should be fixed at a 
lower level than similar properties occupied by tenants. 
Religious and charitable institutions as such have been 
exempted from the payment of taxes. But properties 
owned by such institutions, which fetch rent income are 
assessed to taxes in the usual manner irrespective of the 
purpose for which the income is utilised. I do not 
think that so far as new buildings are concerned, grant 
of exemption for the first few years after construction 
would encourage house building. Municipalities and 
Sanitary Boards as also Village Panchayets have now 
been empowered to levy property tax, even on such 
buildings. This may continue. 

(208) Local Fund Cesses. —It would be better if the 
Land Revenue Department continues to be the agency 
for the collection of the Local Cesses on Land Revenue 
to be transferred to the funds of certain Local Bodies. 

As regards the question, whether any change in the 
existing system is necessary, the Authorities of the Re¬ 
venue Department would be better able to furnish then- 
views. Personally I do not think that a change is called 
for. As the income that the Board get by way of their 
share of Local Cess on Land Revenue collected by the 
Revenue Department is only in the neighbourhood of 
Rs. 2,000 per annum, there is not much of a noticeable 
loss as a result of the grant of exemption, etc. 

(209 — 218) Octroi and Terminal taxes. —The K. G. F. 
Sanitary Board have not levied any Terminal tax and 
they have therefore no experience as to how the tax 
works. Levy of Octroi, however, is one of the main 
sources of revenue of Local Bodies in charge of adminis¬ 
tration of Towns and Cities and I think, in the interests 
of the well being of these local bodies, the tax must be 
allowed to continue as its abolition will cripple their 
resources. With regard to the rate of levy, exemptions, 
procedure for collection and for refund and arrange¬ 
ments for bearding, etc., a set of the existing octroi bye¬ 
laws, is enclosed for reference. 

A study of the figures pertaining to the Octroi Revenue 

indicates that the revenue has been steadily increasing 
from year to year and I do not think that the levy of 
this tax has affected or would in any way affect trade 
conditions as the incidence is ultimately on the con¬ 
sumers and not of a magnitude to affect them materially. 

The figure of 1952-3, however, indicates a fall and 
this is mainly due to the closure of the Oorgaum Gold 
Mining company. To prevent cases of smuggling of 
dutiable goods into the Board’s area. Octroi posts or 
ookads have been installed at the entrances to the City 
all round. Effective arrangements have been made for 
the inspection of goods brought by passengers by train 
as well as by bus. Sufficient supervisory staff have been 
appointed with a view to secure adequate supervision 
over the work of the Octroi Collection Staff and for con¬ 
ducting surprise inspections, etc. Two statements show¬ 
ing the collections and the cost thereof are enclosed. 

(217 — 218) Pilgrim tax and poll tax. —Pilgrim tax and 
Poll tax do not appeal to me as being suitable forms of 
taxation in preference to existence taxes. 

(219) Tax on vehicles and animals. —The rates at 
which this tax has been levied are appended below. The 
levy of tax on motor vehicles, which had formerly been 
entrusted to the Local Bodies has since been taken over 
by Government. 

Description of vehicle Annual rate 

1. 4-wheeled carriage on springs drawn 

by 2 horses.4 0 0 

- 2. 4-wheeled carriage drawn by one horse 
or a pair of horses below 13 hands 
or bullocks.4 0 0 

3. 2-wheeled carriage on springs drawn by 

one or more horses, mules or 
bullocks. 2 0 0 

4. Bicycles.2 8 0 

5. Tricycle or rikshaw.18 0 

6 . Every cart or vehicle without springs .200 

(These rates were fixed during the year 1921-22.) 

Tax on dog Rs. 1-8-0 per annum. 

Tax on Bitch Rs. 3-0-0 per annum. 

36 a 
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10. Tolls— 

A list of vehicles subjected to the levy of toll is con¬ 
tained in the enclosed bye-laws regulating the levy 
of Toll in K.G.F. area. This levy was introduced in this 
area with effect from 1-7-59. Toll is a suitable form 
of local taxation. 

(220 — 221) Profession tax and theatre tax — 

The Board have no experience of profession tax or 
theatre tax, as no such tax is being levied in this area. 
However such a levy would be justifiable and equitable, 
the rate being favoured by circumstances prevailing in 
the particular locality. 

(222) Town Improvement and betterment taxes — 

As a rule, the improvements that a local body (a 
municipality) can effect from out of its normal resources 
are far and few between, in view of the fact that re¬ 
sources of almost all local bodies are limited and especial¬ 
ly now-a-days they have been finding it difficult to make 
both ends meet in view ef the increase in the cost of 
administration, especially after the II world-war. The 
small improvements that may be made in the usual 
course cannot be regarded as being sufficient to justify 
the levy of a betterment tax. This tax may justifiably 
be levied, whenever any major schemes for the improve¬ 
ment of any particular area or locality, which naturally 
enhances or adds to the value of properties situated in 
the area of locality so improved is undertaken limiting 
it to the properties in the area or locality concerned. A 
general Town Improvement tax does not commend itself 
to me. The levy of such a tax is neither just nor justi¬ 
fiable. 

(223) Other taxes not covered by the above — 

I cannot think of any taxes other than those 
enumerated in the questionnaire. 

(224 to 227 ).—No remarks. 

(228) According to the procedure now in vogue in 
the Village panchayets, manual labour is reckoned for 
purposes of setting off a proportionate amount of tax 
due from the parties. This procedure may continue. 

MEMORANDUM C. 

(8) No. Not generally. But realisations from special 
levies of the types of betterment taxes, Health Cess, etc., 
which are levied for a specific object have necessarily 
to be ear-marked for purposes for which they are levied. 

(9) Yes. 

(10 and 11). No remarks. 

(15) . I do not think that the cost of enforcement of 
compliance with Tax regulations adds materially to the 
burden of taxation, as such cost if at all, is negligible in 
respect of taxes enumerated in the memorandum fur¬ 
nished by the Commission. 

(16) . Of course, the benefits accruing from public ex¬ 
penditure have a bearing on a consideration of the bur¬ 
den of taxation. So long as the burden is not excessive, 
and is within limits which can be considered as com¬ 
mensurate the taxes cannot be said to be excessive. 


.(17). No. 

(189) . There is no failure to provide for the devolu¬ 
tion of taxes so far as the Mysore State is concerned. 
The Local Bodies have been empowered to levy taxes 
after observing the procedure prescribed by the Muni¬ 
cipal Act. 

(190) . Taxes unsuitable for levy by Local Bodies are 
not being levied, as local powers of qpnction of all 
taxes are now vested in Government. 

(191) . The devolution is sufficiently flexible. No un¬ 
necessary conditions or restrictions have been imposed. 
The only necessary condition that is usually imposed in 
such cases is that suitable Rules and Bye-laws governing 
the levy must be framed consistently with the provisions 
of the relative Act and got sanctioned before the levy 
could be enforced. This condition is in the interests of 
the local bodies concerned, as in the absence of such 
Rules and Bye-laws, unnecessary litigation may be the 
result. Even for purposes of taking legal action for the 
recovery of the taxes, such Rules and Bye-laws are 
absolutely necessary. 

(192) . The existing legislation, regulation and admi¬ 
nistration in Mysore State, are satisfactory and adequate. 

(193) . The existing devolution is comprehensive and 
adequate. 

(194) . There are no such overlapping powers between 
the State Government and the Local Bodies. 

From year to year Government make lumpsum 
provision for the provision of Town Improvement Grants 
to Local Bodies and these amounts are paid for the 
execution of schemes of improvement. 

(196) . The Local Bodies are competent to levy taxes 
(with the previous approval of Government) subject to 
some maximum limit and other restrictions. But in the 
case of failure on the part of local bodies to select any 
item of tax. Government must have the power to enforce 
the levy whenever such a course is deemed expedient. 
Now-a-days there seems to be a tendency on the part of 
members of some Local Bodies to arrive at decisions in 
concerned Local Bodies. This would frustrate the 
growth and progress of the local body. In cases in 
which the local bodies do not come forward to tap the 
available sources of taxation with a view to augment 
their resources, Government should have power to en¬ 
force the levy after giving an opportunity to such Local 
Bodies to show cause as to why Government should not 
exercise the reserved powers. 

(197) . No remarks. 

(198) . Yes. The local bodies should be made to use 
their powers of taxation fully, before claiming Grants- 
in-aid at the hands of Government. 

(199) . Grants-in-aid would be a better mode of 
equipping the local bodies. The Local Bodies have been 
already equipped with the necessary powers of taxa¬ 
tion. 


Statement shouting the details of Income of the K. 0. F. Sanitary Board for the past five years. 


Tax Revenue 


I. General Property Tar. 

Tax on buildings and lands 

II. Service Taxes. 

1. Water Tax . . . . 

2. Lighting Tax 

3. Conservancy Tax (cess) . 

III. Allotment from looal cess on Land 

Revenue. 

IV. —Octroi . 

V. —ToU. 

VI.—Vehicle Tax .... 

VII.—Animal Tax .... 

VIII.—Hackney carriage license fee 

IX.—Shop license fee 

X. —Market—Rents & daily fees. 

XI.—Slaughter House fees . 

XII.—High School Fees 

XIII.—Ground Rent .... 


Total 


Period 


_ K- 

1948-49 1949-60 1950-61 


1951-52 1952-53 


(9 months) 


Rs. 

A. 

p. 

Rs. 

A. 

p. 

Rs. 

14,006 

10 

0 

9,343 

10 

0 

16,194 

2,928 

0 

0 

2,967 

3 

4 

5,028 

1,489 

8 

0 

1,492 

2 

0 

2,590 

3,300 

0 

0 

1,700 

11 

0 

3,506 

2,814 

7 

3 

343 

12 

4 

2,546 

1,29,818 

15 

1 

1,01,061 

13 

1 

1,39,335 




10,978 

3 

0 

12,647 

4,541 

8 

0 

4,444 

0 

0 

3,487 

1,771 

8 

0 

317 

12 

0 

672 

1,015 

4 

0 

415 

8 

0 

1,503 

4,513 

0 

0 

4,564 

0 

0 

5,501 

52,111 

4 

6 

43,996 

3 

0 

69,103 

4,577 

0 

6 

2,782 

11 

6 

3,381 

20,956 

12 

8 

20,437 

10 

1 

8,287 

10,227 

1 

0 

8,442 

10 

6 

10,697 

2,54,171 

7 

0 

1,23,286 

10 

10 

2,84,474 


A. 

p. 

Rs. 

A. 

p. 

Rs. 

A.P 


8 

6 

38,322 

0 

3 

23,429 

8 

0 

0 

8 

9,785 

4 

0 

6,588 

4 

0 

15 

0 

5,499 

7 

0 

3,416 

8 

0 

13 

0 

6,433 

4 

0 

7,624 

0 

0 

3 

10 

2,614 

8 

1 

1,899 

5 

7 

11 

5 

1,56,668 

1 

6 

1,41,733 

9 

8 

4 

0 

15,767 

12 

0 

17,489 

6 

0 

2 

■0 

4,048 

8 

0 

4,463 

14 

0 

4 

0 

530 

11 

0 

701 

2 

0 

0 

0 

2,967 

0 

0 

1,368 

0 

0 

12 

0 

5,095 

12 

0 

5,781 

0 

0 

15 

0 

83,065 

5 

0 

86,412 

2 

0 

16 

0 

3,745 

8 

6 

3,585 

14 

0 

0 

0 

26,888 

2 

6 

40,913 

14 

0 

13 

3 

685 

5 

6 

1,656 

1 

0 

6 

2 

3,72,014 

9 

4 

3,46,052 

1 

3 



285 

Statement showing the detail* of Income of the K. G. F. Sanitary Board for the past five j/ears-contd. 


Period 


Tax Revenue 

1948-49 

1949-50 
(9 months) 

1950-51 

1951-52 

1952-53 




Rs. a. p. 

Rs. A. P. 

Rs. A. P. 

Rs. A. P. 

Rs. A. 

P. 


Non-tax Revenue .— 








(a) Grants from Government:— 








(i) Roads and buildings 

2,656 0 0 

1,916 4 0 

, , 

2,555 0 0 

2,555 0 

0 


(ii) Compensation for loaao ffee 
income. 

•• 

10,927 0 0 

•• 

14,424 8 0 

23,548 0 

0 


(iii) Compensation for D. A. . 


112 5 0 

. , 


2,952 2 

0 


(iv) Prom the Mining Board for 
Medical Relief. 

£000 0 0 

•• 

6,000 0 0 

6,000 0 0 

6,311 13 

6 


(v) Board’s share of Entertainment 
Tax. 

9,157 0 0 

10,619 0 0 

10,225 0 0 

•• 

•• 



(vi) Village Panohayet Collections 
(Moiety). 

•• 

•• 

3,335 14 0 

•• 

2,618 0 

0 


(vii) From Bed Cross Sooiety towards 
the maintenance of the Child 
Welfare Centre. 

•• 

450 0 0 

•• 

•• 

•• 



(viii) From Government towards loss 
of Vehicle Tax. 

5,213 0 0 

5,213 0 0 

5,213 0 0 

5,213 0 0 

5,213 0 

0 


(ix) Subsidy for the manufacture of 
manure. 

* * 

•• 


•• 

3,401 12 

0 


Total 

20,370 0 0 

29,237 9 0 

24,773 14 0 

28,162 8 0 

46,599 11 

9 



(6) Fines. 

402 12 

0 

463 0 0 

167 4 0 

274 8 

0 

593 12 0 

(e) Upset price on sites and buildings . 

4,827 0 

0 

24,230 0 0 

58,870 10 0 

3,661 10 11 

16,464 10 5 

(d) Sale proceeds of compost manure « 

2,192 8 

0 

2,487 0 0 

2,157 II 0 

2,480 0 

0 

2,640 0 0 

(e) Miscellaneous .... 

44,389 6 

4 

1,16,789 1 5 

72,662 15 9 

94,169 1 

4 

1,15,733 14 7 

Total 

61,820 10 

4 

1,43,969 1 6 

1,33,758 8 10 

1,00,485 4 

3 

1,35,322 6 0 

Gbavd Total 

3,26,382 1 

4 

2,96,494 5 4 

4,43,006 13 0 

5,00,692 5 

7 

5,28,074 2 0 

Statement allowing the details of Expenditure of the K. O. F. Sanitary Board for the past five years. 

Serial Item of Expenditure 




Period 

- - A , 




No. 

1948-49 


1949-50 

1950-51 

1951-52 


1962-63 ^ 


Rs. A. 

P. 

Bs. A. P. 

Rs. A. p. 

Bs. A. 

P. 

Bs. A. p. 

[1. Administration .... 

86,579 14 

0 

72,630 10 4 

1,06,850 4 0 

1,06,746 2 

6 

1,28,276 6 1 

1 2. Water supply ..... 

50,663 3 

0 

32,669 6 6 

61,761 12 0 

50,672 15 

0 

70,809 5 5 

3. Drainage ..... 













* * 


2,532 14 0 

4. Conservancy and Sanitation 

80,622 3 

6 

57,983 15 0 

91,841 10 7 

94,316 6 

3 

1,01,888 13 0 

6. Street lighting .... 

6,885 6 

0 

5,359 2 0 

8,298 4 0 

8,485 0 

0 

10,126 16 0 

6. Medical Relief including Vaccination 

13,984 1 

0 

6.924 1 3 3 

4,382 12 3 

29,220 6 

4 

28,828 10 6 

7. Roads and buildings (public works) 

15,011 12 

0 

26,618 3 9 

30,526 3 3 

64,158 14 

9 

80,571 12 9 

8. Miscellaneous ..... 

67,665 9 

5 

53,591 9 9 

1,00,695 3 6 

1,11,253 0 

0 

29,186 10 1 

Total 

3,26,862 1 

4 

2,55,777 12 7 

4,42,799 1 7 

4 , 64,854 11 

1 

5 , 93,337 18 0 
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Statement showing the receipts (actual realiselions ) under taxes for a period of five gears and the percentage of expenditure incurred for collection. 


Serial 

No. 

1948-49 

1949-50 

(For 9 months only) 

1950-51 


1961-52 


1952-53 




Rs. A. 

p. 

Rs. A. F. 

Rs. A. 

p. 

Rs. A. 

p. 

Rs. *. 

P. 


Receipts 










1 . 

Mohatarfa ..... 

31,898 13 

0 

15,503 10 4 

27,319 5 

2 

60,039 15 

3 

40,067 4 

0 

2. 

Vehicle ...... 

4,641 8 

0 

4,444 0 0 

3,478 2 

0 

4,048 8 

0 

4,453 14 

0 

3. 

Octroi ...... 

1,29,818 16 

1 

1,01,061 13 1 

1,39,335 11 

5 

1,56,668 1 

6 

1,41,733 9 

8 

4. 

Toll. 



10,978 3 0 

12,647 4 

0 

15,768 12 

0 

17,489 6 

0 

6. 

Market ...... 

52,111 4 

6 

43,996 3 0 

69,103 15 

0 

83,066 6 

0 

86,412 2 

0 

6. 

Slaughter house .... 

4,677 0 

6 

2,782 11 6 

3,381 15 

0 

3,745 8 

6 

3,585 14 

0 


Total 

2,22,947 9 

4 

1,78,766 8 11 

2,55,266 4 

7 

3,23,236 2 

3 

2,93,732 1 

8 


Expenditure 

\ 










1 . 

Revenue Section including markets 

44,053 13 

4 

38,483 6 10 

51,006 7 

3 

49,840 11 

0 

59,920 11 

2 

2. 

Percentage of collection charges 

16-27% 


21-53% 

19-98% 


15-42% 


20-39% 



Statement showing the receipts under Octroi Tax including Toll for a period of five years and the percentage of expenditure ineurrcdfor collection. 


JSeria 1 Particulars 

No. 

1948-49 

(For 

1949-60 

9 months only) 

1950-61 

1951-62 

1952-53 



Rs. A. p. 

Rs. A. P. 

Rs. A. P. 

Rs. A. p. 

Rs. A. p. 

1. 

Receipts under Octroi including Toll 

1,29,818 15 1 

1,12,040 0 0 

1,51,982 15 5 

1,72,336 13 6 

1,59,222 15 8 

2. 

Expenditure for collection 

23,871 4 4 

20,919 5 10 

27,046 8 0 

27,418 15 6 

33,501 11 2 

3. 

Percentage of collection charges 

18-39% 

18-39% 

17-79% 

15-91% 

21-04% 



PEPSu 


Replies of the Kapurthala Municipal Committee to the Supplementary Question¬ 
naire of the Taxation Enquiry Commission. 

MEMORANDUM A. 


Prior to the formation of the Patiala and East Punj jib 
States Union, Kapurthala Municipality wjis a State 
Department and its income was credited to the Govern¬ 
ment Treasury as part of the General Revenues of the 
State. After the formation of the Union, the finances of 
the Municipality were separated from the finances of 
the Government and it was declared an independent 
body. Before the formation of Union, it was practically 
a nominated body and the elected seats were very few. 
The elections used to be held on the basis of separate 
electorate with a limited franchise. Since 1952 this 
Municipality has become an all-elected body and the 
elections are now held on the basis of adult frjuichise. 
The Government has also framed Municipal Election 
Rules in this connection. The present strength of this 
committee consists of thirteen elected members. The 
committee is governed under the Punjab Municipal Act 
of 1911 with up-to-date amendments. The committee is 
administered in the first stage through sub-committees 
elected by the House for instance, Finance, Public Works, 
Health and Licenses and finally by the whole committtee. 


The chief functions of the committee are to provide 
civic amenities to its inhabitants. The committee is 
keeping the sanitation of the town in good condition and 
sweepings of the town and nightsoil are disposed off 
twice daily by means of Municipal conservancy lorry 
and carts. It has also provided about 400 electric ljunps 
and one hundred kerosine oil ljunps for street light. 
The committee is also supplying by means of water 
hydrants free of charge water for drinking purposes to 
the Public. In addition the committee is maintaining a 
watering lorry for sprinkling the roads of the town 
with water. We are also maintaining Shalimar Public 
Garden for recreation of the Public at an annual 
expense of Rs. 5,000 per annum. Municipal Slaughter 
House under the care of Veterinary Assistant Surgeon is 
being maintained. The committee has recently started 
with the aid of the Government its roads Jind drains 
construction programme. We are also maintaining 
under-ground drains which are of considerable length. 
We are doing all this in spite of our weak financial 
position and one difficulty is lack of funds which hinders 
our road construction programme. We have got five 
miles of Kacha roads in the town which need construc¬ 
tion immediately. 


2. The main source of the income of this committee 
is octroi and the chief item of expenditure is payment 
of salary and Dearness allowance to the staff mostly on 
Sanitation section as the committee is very keen to main¬ 
tain the sanitation of the town which is its primary duty 
in a 1st class condition. There has been practically no 
considerable change in the pattern of income and the 
expenditure of this committee. Taxes form only a 
minor source of income to this committee. The Major 
source of income is octroi duty. The committee has not 
received any share of Revenue from specific taxes levied 
and collected by the State Government. Only during 
the current year the Government has been kind enough 
to grant a subsidy of Rs. 2,600 for the construction of 
new roads and drains of the town. The committee has 
recently imposed many licensing fees but it will yield 
only 4 per cent, of its total income. These licenses have 
been imposed on the sale of milk, vegetables, meat, ghee, 
and for business in dangerous and offensive trades, etc., 
etc. The committee has not undertaken any transport 
system as neither we have got any fund nor there is 
any scope for it. 


4. The committee has imposed the following prin¬ 
cipal taxes:—A tax on vehicle (Tonga and rickshaws 
only) and a tax payable by person presenting Building 
application to the committee. The income from these 
sources is of no special importance;and there has been 
no change under this head. 


5. The committee is earnestly considering for the 
imposition of cycle tax as well as of the House tax in 
order to give more amenities to the General Public for 
instance, construction of roads, etc. The Local Bodies 
have got limited scope for taxation. 


7. The committee has employed Inspectors for the 
collection of its taxes. The assessment is made by 
making inspection at the spot and the assessee cjui appeal 
to the committee in case he feels aggrieved. The col¬ 
lection is made in the normal manner. 

8 . There is no tax evasion and utmost care is taken 
to protect the interest of the committee. 

9. As this committee has to function from its own 
resources hence in the opinion of the committee it should 
be allowed income from sales tax, entertainment tax 
and motor vehicle tax which are at present collected 
by the Government but as a mattter of fact the com¬ 
mittee is of the opinion that income from this source 
should go to the Local body. 


A.—GENERAL INFORMATION. 

1. The population figure according to 1951 census Is 
25,997 of this town. 


2. Total income from all sources. 



Rs. A. 

P. 

194&49 . . . 

1,18,389 8 

0 

1949-50 . 

1,13,576 8 

6 

1950-51 . 

1,07,494 9 

3 

1951-52 . 

1,35,216 4 

3 

1952-53 . 

1,43,654 6 

3 

3. Total income from rates 

and taxes. 



Rs. A. 

p. 

1948-49 . 

1,00,857 14 

6 

1949-50 . 

95,193 7 

9 

1955-51 .... 

87,747 2 

9 

1951-52 . 

98,231 12 

8 

1952-53 .... 

1,18,255 13 

3 

4 Per capita incidence of total income. 



Rs. A. 

F. 

1948-49 .... 

4 8 

10 

1949-50 .... 

4 1 

10 

1950-51 . 

4 2 

2 

1951-52 . 

5 3 

3: 

1952-53 . 

5 8 

6 

5 Per capita incidence of income from taxes. 



Rs. A. 

p. 

1948-49 . 

3 14 

9 

19*9-50 ..... 

3 10 

7 

1950-51 . 

3 0 

0 

1951-52 

3 12 

6 

1952-93 

4 8 

9 


287 




288 


B.—DETAILS OF INCOME. 



1948-49 


1949-50 


1950-51 



1951-52 


1952-53 


II.—To* Revenue — 













Rs. A. 

P. 

Rs. A. 

P. 

Rs. 

A, 

P. 

Rs. A. 

P. 

Rs. A. 

P. 

(iv) Ootroi .... 

. 90,914 10 

6 

92,578 7 

9 

87,747 

2 

9 

98,231 12 

6 

1,18,255 f3 

3 

(vii) Taxes on Vehicles 

9,943 4 

0 

1(2,615 0 

0 

. . 



. . 


. . 


I.— Non-tax Revenue — 












(iv) For other purposes 

• • • 


•• 


.. 



10,183 0 

0 



(6) Fees, fines, etc. . 

6,540 4 

0 

5,397 1 

0 

4,896 

1 

0 

8,926 14 

0 

9,720 1 

0 

(c) Miscellaneous 

10,991 6 

0 

12,985 15 

9 

14,851 

5 

6 

17,874 9 

9 

15,678 8 

0 

GRAND TOTAL 

1,18,389 8 

6 

1,13,576 8 

6 

1,07,494 

9 

3 

1,36,216 4 

3 

1,43,654 6 

3 


C.—DETAILS OF EXPENDITURE. 



1948-49 


1949-50 


1950-51 


1951-52 


1952-58 



Rs. A. 

P. 

£Rs. a. 

P. 

Rs. A. 

P. 

Rs. A. 

*4th* Rs. A. 

Pa 

Head* of expenditure — 











(i) Administration .... 

23,186 9 

0 

26,062 14 

0 

24,449 3 

0 

28,326 9 

0 

88,884 6 

9 

(ii) “ Service ” (Water supply, drainage, 
conservation, lighting, etc.). 

65,746 10 

0 

66,452 2 

9 

63,377 12 

6 

67,176 11 

3 

69,964 0 

3 

(iii) Medical and Public Health 

16,875 8 

3 

13,811 11 

0 

fll,877 4 

3 

11,279 0 

0 

11,516 6 

0 

(iv) Roads and Buildings 

5,239 3 

3 

6,338 1 

0 

8,748 5 

3 

3,933 2 

0 

3,964 8 

0 

(v) Miscellaneous .... 

1,786 10 

0 

2,012 9 

9 

4,232 6 

9 

2,981 7 

3 

2,086 12 

0 

Total . 

1,11,834 8 

6 

1,13,677 6 

6 

1,07,184 15 

6 

1,13,696 13 

6 

1,21,406 1 

0 


MEMORANDUM B. 

Part I. List of Local Taxes. 

1. Taxes on advertisements other than those appearing 

in newspapers ( 120 (ii) ). 

This committee has not imposed any such tax. 

2. General Property Tax and “ Service " Taxes (200 to 

207). 

The reply is the same as for No. 1 above. 


hence it should be discouraged. The octroi duty should 
be charged on the weight of goods at the time of import. 
5. Taxes on goods and passengers carried by road or 
on inland Waterways (21 6). 

This tax should be allowed to the Local Bodies. 

S. Pilgrim Tax (217). 

This tax can only be applicable in towns where there 
are places of pilgrimage. We have got no such place 
here hence we do not feel the necessity. 


3. Local Fund Cesses (208, also see 154). 

This is not applicable in Pepsu at present but it is 
suggested that cesses on Land Revenue should be col¬ 
lected by the Revenue administration and handed over 
to the Local Body of the area concerned. 

4. Octroi and Terminal Taxes (209 to 215). 

Prior to the formation of the Union, octroi with re¬ 
fund system was applicable to this Municipality and the 
octroi was charged on ad valorem basis. The rate of 
octroi duty was very high, but in spite of it the income 
was less than the present. This system was abolished 
by the Government with effect from 1st April, 1950 and 
the rates of octroi duty on many articles were heavily 
cut down but the result has been most encouraging, i.e., 
the committee is getting increased income from this 
source. The cost of collection of octroi duty is about 
25 per cent, of its income. There has been no bad effect 
on the trade and commerce of the town on account of the 
octroi duty which is now charged on weight and the rate 
of which is low and quite reasonable. On the other 
hand, the trade has benefited by low octroi rates. 
Transit pass system is also in force in this committee 
which is charging a fee of annas two per pass and this 
is not in any way hindering inter-district trade. In the 
opinion of this committee the present system of octroi 
without refund should continue but the rates on certain 
articles which are abnormally low heeds revision for 
example sugar, etc. Bonding system is injurious to the 
interest of the committee and will result in financial loss, 


7. Tax on floating population in bigger cities (217). 
There should be no such tax. 

8. Poll Tax (218). 

Poll Tax is not desirable. 

9. Taxes on vehicles, animals and boats (219, also toe 


The Motor Vehicle taxation income should be given 
to the Municipalities where these ply as it was done by 
the erstwhile Kapurthala State in the case of this Muni¬ 
cipality. At present the Government has snatched the 
whole income from this tax, while the Municipality has 
been made responsible for the repair of the roads used by 
the Buses and Cars paying taxes to the Government only. 
This is sheer injustice to the Municipalities. In the 
opinion of this committee, the Municipalities should be 
Taxing authorities for the Motor Vehicles. 

10. Tolls (219). 

This committee does not consider “tolls” a suitable 
form of Local Taxation. 

11. Profession Tax (220). 

The limit of profession tax be raised to Rs. 1,000 and 
second class Municipalities be empowered to levy it with 
certain safe-guards which the Government should con¬ 
sider best. 
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12. Theatre Tax (221). 

The Local Bodies should be empowered to levy 
“ Theatre Tax ” on each performance. This is very good 
source of income. 

13. Town Improvement and other "betterment Taxes" 

( 222 ). 

Betterment tax should be levied. 

14. Other Taxes, not covered by the above (223). 

No comments. 

Part III. 

Question No. 203.—General Property Tax. 

Property tax should be charged on the rental values 
but the properties having less than Rs. 25 per annum as 
their values should be exempted from Property Tax. 
Owner occupiers charitable educational institution and 
co-operative housing societies should be exempted from 
payment of property tax. There should be no remis¬ 
sion for vacancy as well as for new buildings. Proper 
ties belonging to the Central State Governments should 
be charged property tax. 

This committee has not imposed any property tax 
so far. 

Question No. 207.—“ Service ” Tax. 

It would be advisable that a consolidated tax is levied 
on properties, instead of separate service taxes. It 
should be levied at the rate of 5 per cent, of the Rental 
value. 

This committee has not imposed any kind of service 
tax. 

Question No. 208.—Local Fund Cesses. 

This tax is not applicable in Pepsu at present but it is 
suggested that cesses on land revenue should be col¬ 
lected by the Revenue administration and handed over 
to the Local bodies. 

(i) The rates of levy are high. 

(ii) Cesses ear-marking system should be extended 

to all Municipalities. 

(iii) Remissions of cesses should be compensated by 

the Government in the form of grants-in-aid. 

Question No. 209.—Octroi and Terminal Taxes. 

The major portion of the revenue of local bodies in¬ 
cluding our own is derived from octroi duty which is our 
main-stay. As a matter of course the local bodies are 
running on their octroi receipts. The cost of collection 
of this tax to the committee is about 25 per cent, of its 
income under this source. With effect from 1st April, 
1950 the rates of octroi duty have been lowered by the 
Government and it has given inpetus to the trade and 
commerce of the town. The octroi duty is without re¬ 
fund. The Transit pass system is also in force which 
does not hinder inter-District trade. The consumer 
has benefltted by the low octroi rates. In the opinion 
of this committee the system of octroi duty without re¬ 
fund should continue. 

Question No. 219>-(a) Taxes on Vehicles, animals and 
Boats. 

The Motor vehicles taxation income should be given 
to the Municipalities where these ply as it was done 
by the erstwhile Kapurthala State in the case of this 
Municipality. We were getting an income of Rs. 10,000 
from this source but with the formation of Pepsu, we 
were deprived of this income. We are at present getting 
the following income from the undermentioned type of 
vehicles. 

1. We are charging licensing fee of Rs. 20 per annum 
on tongas. Rs. 6 per annum on rickshaws and Rs. 4 per 
annum on hand-driven carts. The income has been 
shown year-wise collectively as the income is credited 
under one head. 

Rs. a. p. 

1948-49 2,673 0 0 

1949 ' 50 2,430 0 0 

195 °- 51 2,321 0 0 

1951 - 52 1,798 0 0 

1952 * 53 .... 2,378 Q Q 

22 FINANCE/55 


Question 219.—(b) Tolls. 

The system of tolls is not in force in this Municipal¬ 
ity as it is not considered a suitable system of local 
taxation. 

Question No. 220.—Profession Tax. 

The profession tax should be adopted by the local 
bodies. The basis of this kind of taxation should be 
according to the profession irrespective of the income. 
Advocates and Pleaders should bo charged tax at the 
rate of Rs. 25 per annum and as there are about 40 
pleaders this can bring an income of Rs. 1,000 per 
annum. Similarly, professors can be taxed at Rs. 25 
per annum which can bring an income of Rs. 500 per 
annum. In this way, carpenters, masons, cycle mer¬ 
chants can also be taxed at the rate of Rs. 6 per annum 
which can bring an income of Rs. 2,000 per annum. All 
kind of taxes are subject to the approval of the Govern¬ 
ment and these should be improved according to the 
law as laid down in the Punjab Municipal Act. 

Question No. 221.—Theatre Tax. 

This tax is not applicable in Pepsu but the local 
bodies should be empowered to levy Theatre Tax on each 
performance. 

Question No. 8 and 9. 

The earmarking of the receipts from particular taxes 
for expenditure on specific objects is not applicable to 
this Municipality. 

Question No. 10 and 11. 

This municipality has not levied any property tax 
cial or industrial pursuit as it has got no funds for such 
work. 

Question No. 15 to 17. 

No. comments. 

Question No. 189 to 194. 

No. 189. No. 

No. 190. No. 

No. 191. No. 

No. 192. No. 

No. 193. Yes. 

No. 194. No. 

Question No. 195. 

No. 195 (a) No. 

(b) No. 

This municipality was not levied any property tax 
or Motor Vehicle tax. 

Question No. 198. 

The resources of a local body to impose taxes are 
limited and inadequate. Moreover the local bodies have 
to take into consideration the economic condition of the 
people within its Jurisdiction. 

MEMORANDUM C. 

Question No. 185. System of Local Taxation is 
generally satisfactory. 

No. 186. No comments are suggested on the recom¬ 
mendations of the local Finance Enquiry Committee. 

No. 187. Local conditions shall have to be taken into 
consideration in finding out the suitability of any tax. In 
a place of pilgrimage, pilgrim tax may be imposed 
by the local body concerned. 

I. A. Taxes suitable for cities may not be suitable 
for the rural area. 

B. Taxes on import of green fodder can be charged 
in a Municipal area where these are brought for sale 
but the same cannot apply to the villages. 

II. Rural C. The above tax for instance cannot be 
imposed as the question of sale of fodder does not arise. 

No. 188. No. 

No. 196. No. 

No. 197. No. 

199. 1. Local Bodies should be given powers of taxa¬ 
tion in respect of sales tax, vehicle tax and entertain¬ 
ment tax. A portion of the income tax should also be 

IT 
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given to the local body according to the ratio of tax 
collected from a particular town. 

No. 200. 3. No. 

Last line. Annual rental value. 

No. 201. Annual rental value. 

In the interest of uniformity this committee is of the 
opinion that annual rental value should be the basis. 

No. 202. In case a municipality fails to levy an 
urban immovable property tax then it may be imposed 
by the Government, but in case of a dispute between 
the two the view of the committee should get prefer¬ 
ence treatment. 

No. 204. No. 

No. 205. All local bodies should be empowered to 
levy property tax and they should have equal powers 
for the same. 

No. 206. No. 

No. 210. One of the system should continue. 

No. 211. No. change. 

No. 212. No. comments. 


No. 213. By weight. The octroi duty should be 
charged at the time of import within the Local Body. 

No. 214. No. 

No. 215. No. 

No. 216. This should be given to the Local Bodies. 

No. 217. No. 

No. 218. It is not desirable. 

No. 222. Betterment tax should be levied. 

No. 223. No. 

No. 224. No. 

No. 225. No. 

No. 226. The local bodies should be given powers 

under section 34 of the Police Act for recovery of taxes 
and also for keeping General control of the town. The 
President of the Municipalities had these powers at the 
time of the erstwhile Kapurthala state and it had a very 
good effect. 

No. 227. No. 

No. 228. No. 



RAJASTHAN 


Replies by the Municipal Board, Sambhar 

tion Enquiry 

PART V.—OTHER TAXES (CENTRAL AND STATE) 

Entertainment Tax. 

Question 172.—The reason of this industry diverting 
to diminishing returns is not attributable to Entertain¬ 
ment Tax, but to the tremendous production-costs by way 
of fabulous contract-monies to glittering Stars without 
any fair or conceivable proportion. Their average emolu¬ 
ments go even far above the 1st rate Hollywood Stars. 
Then the cheap type of pictures lacking remotest art 
or appeal, end pushed up every day by inexperienced 
Directors and fond Financiers, are bound to fail. The 
deteriorating economic conditions in this country fnay 
also be cited as a subsidiary cause but the main faults 
lie within the silken curtains of the Studios themselves. 

The State may however fix up a ceiling percentage 
of this tax on the gross receipts, or by way of a stated 
amount per ticket: as 2 annas on each 10 annas or fraction 
thereof. As a matter of fact, it is a tax which has 
little propriety of being resented except on very vague 
and flimsy ground. The happiest feature of it is that the 
incidence falls exclusively on those who have surplus 
means to spend, and for others, if a tax of few pies^is 
calculated to operate with any deterrent effect, it does 
no disservice to the community. 

Question 173.—Exemption to amusements or enter¬ 
tainments is incompatible and repugnant to the very 
notion of any civic exemption; and if conceed, it is 
likely to be misapplied in several ways. 

For whatever nature of object, or class of persons to. 
which the net receipts might be proposed to be applied, 
there can scarcely be any better purpose than being 
utilised on the efficient administration of public health 
and convenience. Everyone according to his capacity, 
taste, and interest should equally contribute. Exhibition 
of special educational films for children (as contem¬ 
plated to be produced by the Central Government) may, 
of course, be exempted from such local tax. 

Question 174.—Cases of evasion under this base are 
of a very negligible nature, as statements of admission 
tickets can be daily had and checked on spot. Compli¬ 
mentary Passes and concession tickets issued by the 
Management in their own free will-often to defraud the 
Municipalities of their tax-revenue, or for personal ends, 
should be checked by way of subjecting all such Passes 
to the same tax which would have otherwise been liable 
for the class for which they are issued. Collection should 
only be by stamps. 

PART VI.—LOCAL TAXATION. 

Question 185.—There are no major faults in the sys¬ 
tem of local taxation in India except that some fiscal 
adjustments in between the Local and Provincial Govern¬ 
ments have to be expedited. It is unfortunate that the 
list of local taxes has not been separately provided in 
the Constitution as for Central, Provincial, and Con¬ 
current subjects. Local bases have been left to the 
sweet discretion of the States, and merged in the State 
List for further allocations and adjustments in a way 
they deem fit. Obviously, in poor Provinces like Rajas¬ 
than, everything possible is being done to put off the 
day of decision on this crucial point, and alternatively 
of developing sound local-revenue-plans since it involves 
a bitter implementation of releasing local resources of 
a fairly large size. This State is particularly under a 
terrible fiscal stress and there need not be any surprise, 
if the insistent demands of financial exigencies have 
compelled the State to resort to coercive ways and 
arbitrary allocation of local resources to its own Ex¬ 
chequer. The residuary resources left to the local bodies 
have an exceedingly limited yield and are not capable 
of any expansion. In fact, the margin of taxable 
capacity of the people which the Central and Provincial 
Governments have left untapped—is very very narrow 
in this Province. But there is no objection even if the 
extremest fiscal centralisation is made after Russian 
or German style, if only the assignments from Central 
and Provincial Treasuries are also made after their 
pattern for necessary local initiative and enterprise. 

Democracy has already fallen into disrepute and if 
it 'ia not to be further discredited, the edifice of fl^ocal 
Self Government should be immediately improved 


Lake, to the Questionnaire of the Taxa- 

COMMISSION. 

developed, and brought on to the level of national mini¬ 
mum. The very life of the nation depends upon, and 
is conditioned by the vital services of Local Bodies, and 
the nation must safeguard the interest of its own exist¬ 
ence and progress by ensuring the efficiency of Local 
Bodies and throwing them on their own resources which 
are circumscribed within very narrow limits. 

In all European countries and U. S. A., reforms in 
Local Taxation was initiated by introducing a system of 
“ Shared Revenue ” and superimpositions of super-taxes 
on Central taxes by the Local Authorities. With the 
growing integration of the life of the people, local needs 
have become more national than local, and local revenue 
cannot be derived from purely local sources. No body 
can deny that if India is to succeed as a creative demo¬ 
cracy, Local Self Government must become a reality— 
a strong and stable foundation for the entire national 
superstructure. And if this is accepted, the importance 
of local finance being properly appreciated, would not 
be too hard. 

It is also true that whatever crippled resources are 
with us, are also not duly developed and properly 
administered but the main reason which has the most 
paralysing effect is “ Fiscal Centralisation ” and Govern¬ 
ment’s indifference to the stimulation of local enterprises, 
which has altogether ended local interest and initiative. 

The system of local taxation in actual operation varies 
from place to place but mainly depends upon the 
character of its Executive organ—which are statutorily 
too week to cope with their responsibilities; and un¬ 
fortunately, the administrative control from above is 
being gradually relaxed to please half-backed and hungry 
democrats. The government should, if any efficiency is 
aimed at, provincialise local services on rational basis, 
and provide adequate safe-guards to the tenure of Exe¬ 
cutive Officers. 

Question 186.—-The Terminal Tax should be transfer¬ 
red from the Union List to the Local Bodies under neces¬ 
sary Legislation, and fair share of the following should 
also be given to the Local Bodies: — 

(1) Non-judicial stamps. 

(2) Sales Tax. 

(3) Succession and Estate duty on urban immovable 

property. 

(4) Tax on narcotic Excisable articles including 

tobacco (of local use and consumption). 

(5) Registration tax on sale or transfer of real Estate. 

Question 187.—Before embarking on the choice of a 
tax, what is needed is a broad approach—an analysis of 
the entire financial structure of the Municipality, and 
'the development of a long-term-plan which considers the 
acknowledged potentialities of the community, how 
much money has to be spent to develop it economically 
up to the point where the city wants to go, how far the 
plan is related to the financial ability of the persons 
and what the priorities are to be. In short each com¬ 
munity must have some idea of what it wants to become 
and what its resources are before a sound revenue 
system adapted to its needs, could be drawn. Along this 
broad base, the feasibility of any tax proposal should 
be subjected to such criteria as: — 

(1) Is it legally feasible? 

(2) Will it bring in desired revenue? 

(3) Can it be economically administered and collect¬ 

ed? 

(4) Will the tax-payer understand how the tax is 

computed? Will he anticipate his liability? 

(5) Is it fairly simple and certain? 

(6) Is it equitable as to benefit or to the tax-payer’s 

ability to pay? In other words, is the tax in 

accordance with some generally accepted 

notion of justice? 

(7) What will the ultimate incidence of total Local 

Tax come to? 

(8) Cannot the tax burden be still diversified? 
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Question 188.—There is no defect in the framework 
and as a matter of fact the officers are very kind and 
considerate to the Local Bodies, but by virtue of the 
office they occupy, they have to look to the interests of 
the State Government first, and proposal for transfer¬ 
ence of legitimate tax bases from the State List to Local 
Bodies cannot obviously be initiated or sponsored by 
them with requisite force and independence. 

Questions 189 to 194.—No special comments. 

Question 192.—There is no indication of an effort 
to secure diversification of local tax revenue. The 
property tax is completely unknown in this State as 
also various other sources which are lying defunct and 
untapped. The Municipalities are mostly surviving on 
octroi alone and there is no effort or appreciation of the 
need for exploiting the available sources for securing an 
equitable and diversified incidence—muchless of raising 
revenue. 

Questions 194 and 195.—Consumption tax is subject 
to both local and Provincial tax under the names of 
Octroi and Provincial customs duty, and unfortunately 
in both cases, it is the sheet-anchor of their finances. 
The State has levied and increased it to a limit whereon 
even the lightest local surtax of octroi would be 
tremendously boring and prohibitive. In fact, the scope 
of our local tax has been completely cut down, and even 
a demand for a nominal share of this revenue is seen 
with bitter disfavour. 

The other way, even when a light schedule of octroi 
is, perforce, required to be proposed, it is deemed as 
unfair in its incidence and rejected on that score ; though 
customs duty of any extent or size (an even frequent 
increases thereunder) is not seen with any anxiety, or 
considered to retard the rate of growth or economic 
development of the towns. The same incidence, and 
even much lighter under local banner, is calculated to 
give a serious set-back to the trade and commerce, and 
the Government hastens to express its deep concern and 
sympathy over the fundamental proportion in between 
the burden of payment and ability of local consumers, 
which in fact is only to avoid influencing adverse deci¬ 
sions of the local Tax-payers against provincial customs. 

Anyway, even under such a disquieting position, no 
ratio has been fixed up as maximum rates of Customs 
vis-a-vis octroi; nor any uniform tariff of octroi has been 
drawn so far for general adoption by Local Bodies, 
especially in a State where it is the main stay of local 
revenue. A model schedule of octroi should, in con¬ 
sultation wdth some eminent economists, be soon drawn, 
and if there is no margin for levy of octroi in the face 
of Provincial customs duty, this formal base of octroi 
should be actually taken off by the State so that the 
vague hopes raised by the Statue may cease to elude 
Local Bodies and they may think of exploring new 
avenues of revenue. 

As a matter of fact, it is morally and legally binding 
over the Government to vacate this base to the exclusive 
use of the Local Bodies. 

Question 196.—No comments. 

Question 197.—1. The proportion of tax revenue to 
non-tax-revenue is extremely low and the latter is con¬ 
fined to some regulatory licence fees only. None of the 
Municipalities in this State have embarked upon any 
ambitious programme of business enterprises like that 
of gas, electricity, or road-transport. Even water supply 
is not a municipal undertaking in the biggest cities of 
this State. 

Of course a few privileged Municipalities of this State 
are exploiting “ nazul lands ”. Demands for uniform 
allocation of this resource are thrown off on the plea 
that it was given by their respective Governments ; and 
the question of extending general application of this 
power is said to be pending consideration of the Govern¬ 
ment for about five years. In a Divisional conference 
of Local Bodies, the Hon’ble Minister for Local Self 
officially announced to transfer it, but it is over an year. 

2. Grants-in-aid are also graded on peculiar grounds. 
A Municipality which was getting a grant-in-aid by the 
precovenanting State is only entitled to a State grant— 
be it even for luxuries. And others even with any 
programme of development cannot expect to draw on 
the provincial pool, or look to any financial patronisation. 
Grants, even in a spirit of ‘ matching dollar for dollar ’ on 
works of public utilities are not considered or entertain¬ 
ed. In fact, the present system of grants have no rela¬ 
tion with need or merits, nor agrees to the broad 
principles of proportionate or Equalisation grants, and 


has all the evils of invidious treatments and disparaging 
inequalities emanating from the Parent Government. 

Such grants without any criteria of statistical needs 
or specific purposes are a sheer waste of public money— 
except serving as an instrument of appeasement to the 
mightier Municipalities who can bring over political 
pressure. But there is scarcely any moral propriety or 
fairness in allowing them to exploit the rightful shares 
of the many good units aspiring for their urgent develop¬ 
ment, and bare growth. Such hereditary rights and 
fanciful privileges on the common pool of provincial 
wealth should stop forthwith, and grants graded in direct 
ratio to needs and inverse ratio, to means or any other 
political considerations. The present system is simply 
baffling and either intended to make rich units still 
richer and poor more poorer, or in any case to perpetuate 
idle and archaic units at the cost of other’s legitimate 
growth. 

A definite convention should be established, and 
grants should only be made for any permanent projects 
of public utility, and that too, if the local Body is willing 
to defray 50 per cent, of the cost. This if adopted, is 
apt to stimulate general interest and incentive, and help 
to accelerate uniform paces of real development. This 
will also stir up the dry bones of those parasite—idle— 
units fattening on others’ pasture-lands, and they would 
learn to be on their own feet and mobilise their means. 
The Provincial grants should be immediately relieved of 
any such wrong burdens, and which in its turn, should 
be made available to the deserving units to equip them 
for a career of progress and development, as also to 
ensure qualitative results being equalised on provincial 
grants. 

Questions 198 and 199.—No comments. 

Question 200.—Property tax, in all forms, is of an 
exclusive local nature and concept, and any super im¬ 
position of Provincial tax over local-property-tax must 
be withdrawn. We have already a very limited field of 
taxation, and such levies by the State are a flagrant 
encroachment to the detriment of our growth and scope 
for any increase in local revenue. There is no justifica¬ 
tion of exploiting this base by the State much less any 
question of correlating them to any extent. 

Rate on capital value is certainly better, being pro¬ 
gressive in character, but considered in context with our 
present state of administration, annual rental value is 
easier, expedient, and preferable. 

Question 201.—Merits of property assessment on 
capital value should give way to the old usage, and 
administrative convenience of annual rental value as 
observed by the Local Finance Enquiry Committee. In 
our country, this tax being the liability of the owner, the 
element of property is certainly more important than 
income—contrasted to what it is in England where the 
occupier has to pay rate and which can be rightly assum¬ 
ed to bear a proportion to his income or ability to pay. 
Assessment on capital value is though more progressive 
in character, but it is not a matter of very great interest 
to be stretched at the present stage. 

Question 202.—Exploiting urban immovable property 
tax to the State Exchequer would be an act of extreme 
unfairness, but a requisition by the Government to 
develop this resource within the limits set by the tax¬ 
able capacity of the people, is indeed the greatest need 
of the day. In fact it ought to be made obligatory in 
Rajasthan and Punjab in view of the inborn aversion and 
assumed antipathy of people to Direct Taxation in all 
forms. It is high time that the Government of Rajasthan 
takes a realistic view of the situation and develop this 
base, since the Local Bodies, in themselves, are not 
competent to move forward in the adverse currents of 
general repugnance to House tax. 

The needs of Local Bodies to-day, and that too in this 
State, are so great and urgent that this resource should 
not be allowed to be left untapped, as in all other pro¬ 
vinces. It is the most suitable fiscal expedient and 
should be put through leaving aside the evil genius or 
temperament of the people to oppose it. 

Question 203.—General Property tax which also 
stands on the sound principle of ‘ ability to pay ’, should 
certainly discriminate fiscal abilities in its imposition. 
The social customs and traditions in this country should, 
as well, be kept in view where the people not very in¬ 
frequently incur debts to own houses or huts at the 
cost of minimum subsistence level of existence; and 
which does not indicate the owner’s ability to pay, even 
though it runs counter to the financial principle that a 
poor man should own any property. In view of this 
peculiar Indian psychology, it is necessary that rental 
values below a particular level should be exempted. 
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The case of owner/occupiers coming within that level 
should also be likewise exempted. Exemptions to other 
religious or Charitable Institutions which do not come 
under the aforesaid provision, are of course evil devices 
of evasion and unequal distributions of tax wealth. 

Vacancies should receive due consideration inasmuch 
as the criterion of ability is not the value of property, 
but the income which he derives from it. 

Property tax is of course likely to discourage con¬ 
struction of new houses and be a burden upon shelter in 
times of house shortage. They should, therefore, be 
exempted for the first 3 years as under Income Tax Act. 

Question 204.—In America, Canada, Australia, New 
Southwales, and Queensland, etc., capital value is asses¬ 
sed, and in England annual rental value and both the 
systems are faring well in form and substance. In the 
latter, the occupier pays the rate, and in the former the 
owner. The American system of progressive taxation 
is, on principle, a better type, hut adoption of it by 
India will mean introduction of a radical change for 
which this is not the opportune time when we are faced 
with the problem of exploring local resources and not 
of mending or modernising them in form or shape. 

It is best to rely on the present system, and close 
this controversial question which is bound to have a 
wide diversion of opinions. Administratively, the present 
system is more easy, and fitted to the genius and re¬ 
sources of the under-developed Local Bodies. 

Question 205.—In urban areas, the Property tax 
should be no overlapping. In some provinces, a limit 
has been laid down over their rate-raising-powers though 
the need is of making it a obligatory tax with a mini¬ 
mum scale. Local Bodies in India need a spur at the 
moment and not a curb, since the elected magnates very 
largely believe in cheap popularity and have no courage 
to go up with any radical or ambitious programmes of 
town developments. 

Question 206.—Commonly, the job of assessment of 
property tax is being performed by the local elected 
members, but who cannot, in any case, do it without 
fear or favour as they depend for their position on 
popular vote; and requisite amount of independence in 
this quasi-judicial function would always be wanting 
This apart, valuation or assessment of property is a 
highly skilled job and requires a specialised training and 
experience, which can only be had in paid officers. At 
the same time, it is equally necessary that they should 
be entirely independent of the assessees whom they have 
to assess, and should be guarded against from any wrong 
interferences. Appeals should also lie to Civil Courts 
only. At the moment, nothing is more urgent than to 
secure fearless, impartial, and uniform assessment. 

Question 207.—Municipalities in this State are 
governed by a positive law which does not permit them 
to levy any property tax or consolidated-service-tax on 
Railway, State, or Central Government’s property let 
apart the exemption to operative property of railways 
from assessment. The liability of the Railways to our 
general tax has been repeatedly admitted and affirmed 
in principle, but is not given effect to. The properties 
under all the three categories are undoubtedly benefited 
by the local expenditure and should equally bear their 
share of the general local taxation. 

The Salt Department of the Central Government at 
this place has, under a covenant with the State Govern¬ 
ment, entirely excluded their area from the orbit of any 
local taxation. The Central Government takes about two 
crores annually from the labour and natural resources 
of this place, and has thrown various burdens and 
services over the Local Board. Even if taxation by a 
Local Body to a legal and corporate concern or Govern¬ 
ment is not considered proper, the parental role of the 
Government should not be considered superfluous !• 
Should it not take the form of annual assignments to the 
extent it has added to the cost of local administration? 

As a matter of fact our all drinking wells except one, 
have turned saline and it has been a cause of extreme 
anxiety to the local citizens. The water supply scheme 
has been hanging fire for a number of years but for 
want of funds it is lying in doldrums. Not only this, 
the Central Government and the former States of 
Jodhpur and Jaipur agreed to finance this liability, and 
the Government of Jodhpur actually sent its quota of 
Rs. 33,000 in advance to the other State Jaipur, but 
that also was clean swallowed much less paying their 
share. If this had been done by some other party, it 
may have perhaps constituted a criminal offence of 
‘ breach of trust ’. Then a stage came when the Govern¬ 
ment of Jaipur conveyed sanction to spend Rs. *2,53,000 


out of the Sambhar Shamlat revenue, but before it could 
be utilised, the Government of Greater Rajasthan came 
into being and allocated the whole fund to its own ex¬ 
chequer ; and now to cut the knot, the Local Board is 
asked to apply for loan. Nothing could be more tragic 
and sad than this. Our fiscal resources have been 
wholly cut down, we are not even able to provide for the 
bare local expenditures, and to add insult to the injury 
we are called upon to raise loans. Under the covenant 
even the most improper liabilities incurred by the pre¬ 
covenanting States are being financed, and in our case, 
even our own money is not being released—muchlesi 
any sympathetic consideration by the State or Central 
Government. Taking the farthest view, the money was., 
at least earmarked and sanctioned by the Government 
and there is scarcely any justification to fall back from 
that. Sahbhar Shamlat area was a separate unit of 
administration under the joint jurisdiction of the former 
States of Jaipur and Jodhpur and the accruing revenue 
was to be spent exclusively on the said unit. 

Turning to the other aspect, I submit that even the 
Salt and Railway quarters have been enjoying exemp¬ 
tion from the local property tax which are let out to 
their employees on terms which have a money value. 
This exemption, as exploited, can scarcely have any 
point of justification. 

In fact, such arbitrary exemptions have meant undue 
frustration to the Local Bodies, and this tax-base has not 
been tapped for such similar reasons even by 5 per cent. 
Municipalities in this State. The Government should 
hasten to relax these unwholesome limitations and 
exemptions which haye taken away our very initiative 
in this connection. Our legitimate taxing powers should 
be restored, or the principle of “ shared-Revenue ” by 
way of annual grants or assignments, should be accept¬ 
ed. 

Question 208.—No such cess is given to any Munici¬ 
pality in this State. 


Land cess being, in fact, a surtax on the land 
revenue, it would be scarcely proper or expedient to set 
up separate agencies of collection. Both from the stand¬ 
point of convenience in administration, and economy of 
cost, the system of collection by the Revenue Depart¬ 
ment is satisfactory. 

This cess is commonly levied at the rate of 6J per 
cent, but varies from province to province. The charac¬ 
ter of inelasticity of this base (which is the sheet- 
anchor of Panchayats and District Boards’ finances) 
merits considerations. Of course it is very difficult to 
introduce radical reforms in Land Revenue system owing 
to the antiquity and dominant position of it in the 
system of Provincial Finance. But as a matter of fact, 
land cess is not an integral part of the system but a 
surtax with different purposes and allocation. The 
system of its assessment can therefore be independently 
improved, and placed on capital value. This will rid all 
cbnfusions arising from suspensions and remissions in 
land revenue (more so in the Province where famines 
recur almost every alternate year) and provide basis 
which will be intelligible, and easy to administer. 
Separation between land cess and land revenue in this 
regard will emancipate the present confusions in their 
working and incidence. This apart the existing troubles 
of sharing it between landlords and tenants will also be 
solved if capital value basis are adopted. Tax on capital 
value will be paid by those who possess the transferable 
right in the use or ownership of land. The value of 
their rights and location of owner will be easily trace¬ 
able and had from the record of the Revenue Registra¬ 
tion Department, where all transfers are recorded with 
values paid in lieu of that. Inelasticity of the land Cess 
due to its being tied to land-revenue-system will also be 
considerably reduced, and permit proper assessments at 
shorter intervals. This reform will make it a progres¬ 
sive tax and will be in the interest of fiscal equity, and 
increase in the income of Local Bodies. Capital value 
bases are sure to bring in elements which will make it 
flexible and expensive. Of course, for this purpose, a 
Valuation Department shall have to be set up for the 
whole Province for the assessment of rural property tax. 
but it will pay for itself several times more. 

Question 209.—The scope of octroi and Terminal tax 
for Local Bodies in Rajasthan has been ruthlessly cut 
down by the Provincial Customs duty, and leaves no 
elasticity or margin to be exploited or increased—yet 
in the absence of any substantial alternative resource of 
non-property tax, it is being used as the first base by all 
Municipalities in this State. No one can deny that two 
parallel duties of a regressive nature like Octroi cannot 
go hand in hand without serious set-back to the local 
trade and commerce, and in a poor and undeveloped 
State like Rajasthan, such extortionate double duties, 
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where levied, are apt to loose tne iunaamentai proportion 
in between the burden of payment and ability of Tax¬ 
payers. Provincial customs is essentially a local tax— 
too clear to admit of any challange. The extent, origin, 
and concept of it is exclusively of a local nature and the 
benevolent Government should kindly appreciate the 
stark expediency of this blunt truth that it is mis¬ 
appropriating this local base under its dominating 
position to the serious prejudice of its Local Bodies who 
are just moving with uncertain strides of a babe and 
need all the paternal care and protection of the Govern¬ 
ment. 

The Customs revenue pertaining to imports in 
municipal towns should at least be transferred to the 
respective Local Body as the scope of octroi has been 
completely sealed up in the face of an extremely high 
tariff of Provincial Customs. 

(1) From the standpoint of Local Body. 

Terminal tax is apt to develop in a much richer 
resource as compared to Octroi. The administration of 
Terminal Tax is simple, convenient, and inexpensive and 
the scope of evasion and leakage is also very little under 
a system of assessment which is quite specific as opposed 
to ad valorem rates under Octroi. The cost of collection 
and complexities of administration are also very much 
reduced since Terminal Taxes are and could be con¬ 
veniently collected through railways on payment of 
nominal collection fees. This apart, octroi has, in many 
cases, brought Local Bodies in disrepute as the system 
of searches, inspections, and assessments is extremely 
vexatious and oppressive. The powers of refunds and 
transit passes with low octroi officials are also apt to be 
misused, In many cases, to the serious prejudice of Local 
revenues, and even cases of fraud and smuggling in 
collusion with octroi officials are also not rare cr un¬ 
common. 

These are definitely checked by the methods of assess¬ 
ment and collection under terminal tax. True—it is also 
equally regressive in character, but is all the same com¬ 
paratively free from the graver evils of administration 
and huge costs of collection. The other way, the revenue 
capacity of terminal tax, even under a low and light 
rate, is much larger than Octroi. 

What is needed to be guarded against under this 
system, is the evil of transit duties as it is likely to get 
increasingly popular in all Municipalities and may 
assume a character of universal imposition for which 
the tariff policy of Local Bodies should be kept under 
Government control so as not to impair the integrity 
of the tax system, or hamper trade. 

(2) Person who pays the tax. 

Since Terminal tax is freed from vexatious inter¬ 
ferences incidental to the administration and collection 
of Octroi, it is more than compensated for the burden 
which falls upon the person under a system of non- 
ref undablh light duties. There is a specific rate with 
certainty of tax, and convenience of collection and has 
not to encounter much of opposition or evasive tactics. 

(3) The trade and consumers—incidence and effects. 

Terminal tax being considerably diffused in its 
character, some portion of its burden is apt to fall on 
classes other than the actual benificiaries of this tax. 
But this scarcely needs to be made a crucial point in this 
connection where, the regeneration of the country as a 
Whole has been arrested due to weak and poor Loca* 
finances. This is the main non-property resource of 
Local Bodies and has to be augmented, relied, and simpli¬ 
fied as far as fairly possible, and the consideration of 
equity should give way to the greater needs of adminis¬ 
trative exigencies. 

Further charges against it are identical with Octroi 
that it creates hinderances in the free flow of trade and 
commerce and impedes the economic development of the 
unit. But in the absence of any alternative non-property- 
base, it cannot be let off under such pious expressions. 
This has, to its support ancient usage, social psychology, 
and administrative convenience ; and these should, for 
the present, be taken as adequate good features. Mean¬ 
while pressure might be put over Local Bodies to develop 
progressive direct taxes and offset the present tax burden 
on the masses. 

Both these taxes (Terminal and Octroi) are essential¬ 
ly alike in spite of differences in their methods of assess¬ 
ment and collection, and if they could be judiciously put 
together to suit the particular circumstances of a place, 
it should be left to the discretion of the local Body. A 
combination of these two systems will considerably soften 
the rigours of this base, and provide ways for a better 
adaptation. 


The only difficulty in implementing it is one of tne 
component part (Terminal Tax) being confined and 
reserved to the Central List. 

Question 210.—On equity or principle, it may be little 
difficult to explore full justification for these taxes but 
they have occupied a position of disconcerting import¬ 
ance in the realm of local finance and are difficult to be 
replaced. The sales tax is relatively undeveloped ; and 
in this State it has not even been introduced. It is also 
equally regressive in its effect, and at times may cause 
a rise of prices out of proportion to the rate of tax. 
Abolition of terminal tax and octroi, and substitution 
by surtax on Sales Tax is neither desirable nor feasible 
and may get up serious conflicts in adjustment, adminis¬ 
tration and incidence. 

Strictly speaking, Sales Tax is also a purely local 
tax, and if octroi and terminal taxes are proposed to 
be abolished, the field of Sales-tax should be left exclu¬ 
sively free for Local Bodies. The original owners cannot 
be put in a secondary position. 

Question 211.—It is a matter which is bound to vary 
from place to place and no generalisation-test regard¬ 
ing the form or character of the tax could be applied. 

As far as possible, foodgrains and other necessaries of 
life should be least taxed to secure an equitable distri¬ 
bution of it. The chief condemnation of Octroi is that it 
falls more on poor, and it is true in the present form 
which does not aim at exploiting the taxable capacity 
of the rich and privileged classes. 

Question 212.—Rates of levy under octroi is also a 
matter to be examined in relation to the economic and 
other conciliatory conditions of the local unit and is 
bound to vary. The determination of rates require very 
careful consideration of many and diverse factors. The 
drawing up of schedules require an intimate knowledge 
of the trade conditions and of the elasticity of demand. 
It is a problem of economists possessing a thorough 
knowledge of the local commercial conditions. With the 
exception of a few Boards, this is being usually influenc¬ 
ed and done by inexperienced members—and thereby 
resulting in unscientific tariff-schedules with no rational 
basis or justification. 

TJie Directorate and Local-self Secretariat should 
kindly bring more enlightened judgments to bear on tne 
scrutiny of Terminal and Octroi Schedules with their 
varied experience and wider outlooks. 

The injurious effect of unscientific Octroi rates, and 
the cumbrous checks and counter-checks in the process 
of collection do have a very injurious effect, and the 
provision for refunds and bonded warehouses have only 
a limited utility since these can be used for goods which 
are temporarily detained in a town. Refunds—apart 
from its other disadvantages, involve large cost of col¬ 
lection and refunds with lots of inconvenience, and which 
go complete waste. Substitution by terminal tax seems 
to be the only way out. 

Question 213.—Basis of assessment for Octroi should 
be both by weight and rate. Commodities which are 
normally had and hold by weight should be assessed by 
weight and others by rates. 

Procedures are always put in a cut and dried way 
but are twisted by unscrupulous officials. At the same 
time, any rigidly centralised system of actual working 
is apt to lean the very system, and prove more irksome. 

Strict control and vigilance from above, and recruit¬ 
ment of conscientious Octroi officials on decent salarier 
can only help. The procedural formalities cannot bt 
relaxed without serious detriment to local revenue— 
with still longer ladders to the staff charged with the 
administration and collection of Octroi. 

Question 214—It should, but there are no close 
prospects in view of its being implemented in this State 

Question 215—In Rajasthan, the Provincial Govern¬ 
ment has been appropriating consumption tax to it! 
fullest capacity and leaves no margin to be exploiter 
any further by the Local Bodies. 

The question of correlation or compromise in respect 
of a tax-base which has been forcibly taken over and 
al’ocated by the Government to its own exchequer, does 
not at all arise What is needed is immediate vacation 
of our field. Local Octroi in its present form, is a sort 
of bare surcharge levy, while the principal out-turn 
of this local tax is being openly and tenaciously exploit¬ 
ed by tjie Government. And in case of some rich items 
of consumption, they have been clean excluded from 
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local access and incidence, viz., all articles of excise, 
alcoholics, tobacco, automobiles, etc. 

To quote an instance, the Government recently 
ordered in the case of this Board that the incidence of 
local Octroi on sugar beyond 0-2-0 per maund, on cloth 
beyond 0 - 10-0 per 100 per cent, and any tax on cosmetics, 
perfumeries, intoxicants, machineries, power-oils, fuel, 
cutlery, manihari, grainery, medicines, grocery, seeds, 
dryfruits and metallic articles is grossly unfair and is 
therefore ijppealed—whereas the Government itself is 
levying Rs. 6 to Rs. 12 per cent, on these commodities 
without any unfairness. What the Government may levy 
in terms of rupees, the same are restricted to Local 
Bodies even in the fraction of annas—and that too in 
the inherent domain and field of Local Tax. What 
a strange anomaly! 

Correlations are rarely ever successful. Duel controls 
and policies, with the exception of a little economy in 
collection, give rise to several evils and conflicts, and 
kill all inspiration for improvement and expansion. It 
is best to leave the local fields to themselves under the 
superior guidance and blessings of the Provincial Govern¬ 
ments. Levy of surtax on Sales Tax and Central Excise 
should be allowed to Local Bodies. 

Question 216.—Entry No. 56 of the State List should 
be exclusively available to Local Bodies along with No. 
89 of the Union Lsit. 

Question 217.—Tax on the floating population may 
lead to inter-provincial conflicts of jurisdiction and 
fiscal disharmony. Some Local Bodies—levy it by way 
of tax on hotel passengers but it is not a good tax to 
be exploited as a source of general revenue. It may be 
justifiable for some centres of important pilgrimage to 
levy it for meeting their additional problems of civic 
administration due on special occasions when influx of 
pilgrims is abnormal. The existing system of pilgrim 
tax being levied all the year round is scarcely under¬ 
stood or justified, and the wrong diffusion of this tax 
should be arrested and jealously guarded, being extreme¬ 
ly iniquitous and unfair. 

Question 218.—The name is not of an Indian concept 
and it does not connote the sphere intended to be cover¬ 
ed under it. In foreign countries Gross Receipts Tax is 
variously called “ occupation ”, “ Privilege ” or “ Fran¬ 
chise tax ”, and means a tax on the gross receipts of all 
business-sales including professional services. It is 
certainly a fair index of ability to pay, but since the 
margin of profit varies widely in different occupations, 
it has to be resolved by differential rates of taxes. It 
should envisage a low rate for manufactures and whole¬ 
salers, and higher rate for retailers, professions, service- 
trades and other businesses. Local utility companies 
could also be brought under the orbit of this tax. In any 
case, the incidence is eventually shifted to consumers 
and it becomes consumption tax, and since the business 
has to compete with other firms located outside the 
taxing area, it ought to be very moderate and reason¬ 
able else it is likely to encourage out-migration of 
industry and business. 

Question 219.—A very repugnant clause has been 
incorporated in the Rajasthan Motor Vehicle Taxation 
Act, 1951 restricting the tax-jurisdiction of Local Bodies 
over automobiles or trucks for any entry or privilege of 
using municipal streets. 

Some cities are using gasoline tax and parking 
meters, etc., but neither of them can be of a lucrative 
nature except in large cities. 

(b) Tolls levied by the Municipalities are a counter¬ 
part of their taxes on licensed carriages and may be 
regarded as fees for the use of the Municipal roads by 
the non-registered carts. 

Terminal toll or such other tolls on trade occupy the 
position analogous to that of Terminal or Octroi, and if 
it is done with, there may be huge diversion, leakage, 
and cases of smuggling by roads sides, and hence it is 
indispensable so far taxes like Octroi continue. 

It is true that tolls are not a desirable feature of 
local finance nor any tendency to augment local finances 
with tolls should be encouraged since the road traffic is 
fast developing into motor traffic and unless judiciously 
levied and controlled, they are apt to become very irk¬ 
some ; but in spite of all this the necessary evil of tolls 
has all the same to be continued for reasons stated 
above. 

Question 220.—The limit placed by the constitution 
on profession tax almost leaves the whole poor section 
in relation to the general economic conditions of the 
country, and any increased minima will reduce it to a 


void tax base as there are very few with monthly ir. 
comes of 1,000 and over, and even those on the verge 
will find it possible to evade. The present taxable 
minimum for Profession tax, is Rs. 250 to Rs. 300 in all 
Provinces levying this tax, and it scarcely needs to be 
raised. 

Usually the trades are divided into a number of 
classes and a fee is fixed with reference to the assumed 
average income of the class. Since the assessment is 
carried on presumptive evidence of the person’s eco¬ 
nomic of the class. Since the assessment is carried on 
presumptive evidence of the person’s economic position 
by outward signs and criteria, it cannot be iquitous fair, 
or proportionate in its incidence. 

This is a purely local income tax and could be very 
conveniently assessed as surtax on the Central Income 
Tax and a way has to be explored for necessary alloca¬ 
tion of receipts accruing under the said surtax. The 
difficulty is that the information at the disposal of 
Income-tax Department, is treated as confidential and 
cannot be had by the Provincial Government or Local 
Bodies, but it is scarcely .fair or reasonable that the 
information should be withheld on the one side, and on 
the other side profession taxes on presumptive bases be 
allowed under the Statute. 

Anyway, under the circumstances, the assessment for 
local purposes could also be consigned to Income Tax 
Officers and the point of making public the estimates of 
individual by income could thereby be obviated. And 
as the taxable minimum by Local Bodies is apt to be 
much low, it would require Income Tax Officers to 
assess from that local level onward. The additional 
cost involved could however be recovered from the Local 
Body concerned. 

It is a very fair and iquitous tax based on an index 
of ability to support. It also reaches the income of 
outsiders who earn inside the city limits. It is little 
complex to administer (with ease of evasion) but as a 
surtax to Central Income Tax, it is sure to fare well. In 
any case, it being the field of Central and Provincial 
Government, should only remain under Central Co¬ 
ordination 

Question 231 .—“ Performance Tax ” is a tax on the 
net receipts of the person financing the same. It takes 
the form of a tax on an individual’s earnings, and unless 
a similar tax to exploit the earnings of the people is 
provided, “ Performance Tax ” will be invidious. 

Question 222.—The method of financing capital Im¬ 
provements by “ Betterment Tax ” is a forced string to 
the bow. As a matter of fact, substantial portion of 
such improvement costs and capital works should be sub¬ 
sidised by the State and Federal Government. But in 
a State like Rajasthan it seems to be almost impossible 
except for a few powerful Municipalities who can pull 
up their weight and extort money from the provincial 
pool; and it (Betterment Tax) has therefore to be accept¬ 
ed, perforce, for initiating programmes of all-round 
developments. 

While the ostensible objectives of this tax-device 
appear to be desirable, a number of abuses are likely to 
come up in its practical application and which should 
be guarded. Firstly while a pure tax is levied without 
regard to benefit conferred, it can only be imposed with 
a specific benefit in return, and for that there must be 
some standard of measuring the benefit so that the costs 
of the service could be fairly apportioned to accord with 
the benefit given. Excessive use of it aggravates the 
problem of general tax-delinquency, while the whole 
town is taxed even though a certain part of it might 
only have been benefited. 

In a scheme of modern municipal finance for Rajas¬ 
than where most of the legitimate sources lie sealed to 
the Provincial Exchequer, and the horizon in all matters 
relating to public finance has been very limited to cope 
with the national minimum, this source of public levy 
could be and has to be used, but assessments in the 
determination of the index of benefit should be very 
fair. In any case, a check should be placed over this 
device being frequently used to finance projects that 
should go against a corporate fund to avoid public resent¬ 
ment. 

Question 223.—The following items of Local taxation 
have been enthraled by the State and should be released 
and restored to the Local Bodies: — 

1. Consumption tax (Provincial customs). 

2. Tax on automobiles and Registration fees. 

3. Tax on excisable articles of local use and con¬ 

sumption. 
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4. Sale proceeds of open lands. 

5. Recordation tax on sale or transfer of real 

property. 

6 . Terminal Tax. 

7. Sales and gross Receipts Tax. 

8 . Tax on Railway and State property. 

Question 224.—In this State where political con¬ 
sciousness is yet much below the mark, the rich and 
well-to-do sections of the community rule the local 
administration and are always over-represented in Local 
Bodies. They naturally, have a definite preference for 
the tax whose burden mainly rests on the poor and larger 
sections of the community. The rich, with lot of land¬ 
ed property, are implacably hostile to any properly 
tax which should normally be the mainstay of local 
finance. It will be surprising to note that excepting 
one or two Municipalities none of the 160 Boards could 
exploit this resource and are surviving on sheer Octroi 
and such other indirect resources. The property tax is 
the most equitable method for spreading the cost of 
services that insure to the benefit of property owners, 
and in cases where Local Bodies refuse to respond to 
the Government directive in the levy of property tax, 
it should be levied by the Government, and a minimum 
programme of attainment set out to be implemented by 
a definite time. 

Local Bodies which are unduly conservative and 
adamant about not raising the standard of local services 
should not be tolerated being impediments in the scheme 
of national regeneration. 


But unfortunately the Government may not he able 
to take up the matter rigidly before the legitimate local 
resources are released. 


Question 225.—Assessors should of course be well 
trained and completely independent of those whom he 
assesses. Instances are not wanting where incalculable 
mischiefs have been done by the system of local assess¬ 
ment by elected assessors, or official assessors under 
popular suffrage. They should be only appointed and 
controlled by the Government and in a State like Rajas¬ 
than, a complete Valuation Department is needed if the 
Local Bodies are to pursue a programme of exploiting 
their latent sources of property taxation. 

The machinery for collection of local taxes* is general¬ 
ly inadequate than corrupt, and this accounts for 
evasions, delinquencies, and smugglings. 

Question 226.—Part B States, particularly Rajasthan, 
is under extreme financial strait and every thing possible 
is being done to put off the day of decision on the 
crucial issue of local-provincial tax-jurisdiction. The 
Government is not inclined to release the legitimate tax 
bases of Local Bodies, nor prepared to accept the 
principle of “ Shared Revenues ”. This has given rise 
to a disquieting financial stress on Local Bodies and has 
brought about an extremely difficult time financing 
minimum local services of public health and safety undet 
the inflated cost of labour, material and equipment which 
butrun their entire ability to pay for them. 

The problem is one of defining and conceding to our 
local tax-jurisdiction in line with the other Provinces. 

Question 227.—No Comments. 

Question 228.—The primitive method of substituting 
manual labour for any impost of additional tax is ex¬ 
tremely crude and derogatory and seems neither proper 
nor feasible even in the most backward villages. In 
fact, it is a renovation of the most censured ‘ Begar 
system ’; and is revolting to all senses of civic decency 
to be reanimated in any form. 



SAURASHTRA 

Replies of the Junagadh City Municipality to the Supplementary Questionnaire 

of the Taxation Enquiry Commission. 


• MEMORANDUM A. 

1. Formerly the Junagadh Municipality was a State 
run Municipality, but the Junagadh State Municipal Act 
of 1933 was adopted by the former Junagadh State and 
the Junagadh Municipality was constituted a statute body 
from that time. There were in all 15 Councillors, out of 
whom 6 were elected and 8 were nominated by the State 
and one seat was reserved for scheduled caste. The by¬ 
laws, regulating the various powers and functions, as 
well as the rules under this act were framed and enforced 
and the same are prevalent at present. In the year 1949 
Bombay District Municipal Act of 1901 was adopted by 
the Government of Saurashtra State and the Municipality 
was constituted a statute body under the act. The total 
number of Councillors is 25 all elected ones. Out of 
these twenty live seats, 2 for females and 1 for scheduled 
caste are reserved, while the other twenty two are 
contested ones. 

The functions of this Municipality are governed by 
the said Act, by-laws and rules. The administrative set 
up was revised on 1st January 1950, comprising of a 
Chief Officer, Health Officer, Engineer, Chief Accountant. 
Head Clerks and the Subordinate Staff. 346 sweepers 
tvho were on temporary basis, were made permanent. 

2. Formerly owing to its very limited sources of 
income and State interference, the Municipal revenue 
ranged between 80 to 90 thousand a year, besides this 
the State used to give grant-in-aid of Rs. 10,000 as well 
as contribution for any specific item of expenditure to 
balance the budget Prior to the year 1949 Municipality 
used to carry on the minor works of public utility such 
as roads, drains, etc., and repairs to them, while the 
works of major nature were carried on by the State at 
State cost, hence the budgetory position was same every 
year, save some minute change. In the year 1949 levy 

octroi has been enforced. The double increase in the 
SMi&te fees as well as other items, floated the Municipal 
revenue from 90 thousand' to 5 lacs. In the beginning 
the State Government helped the Municipality by giving 
i part of the entertainment tax which amounted to 
Rs. 12,000 a year, but it was discontinued from 1952. No 
grant-in-aid, except towards the dearness allowance paid 
to the Harijans is given by the State Government 
since the year 1949. The Municipality had a handsome 
balance at its credit and the expenditure not exceeding 
the income to a great extent caused its budget to be 
balanced every year. The Development programme and 
the expenditure to meet with it is under consideration of 
the Municipality. 

3. (i) The relative importance of revenue derived 
from taxes is to make the Local Body self subsisting and 
not dependant on the State. Besides such revenue can 
be realised in sufficient amount so as to enable the 
Municipality to satisfy the wants of the tax-payers by 
way of constructions of roads, drainage, conservancy, etc., 
for instance this Municipality realises every year 3J lacs 
of rupees from octroi which enables it to spend freely 


for the tax-payers by way of lights, roads, drains, health, 
etc. 

(ii) (1) Share of revenue from specific tax,, as well 
as grant-in-aid from State Government are short lived 
and transitory. 

(2), The other non-tax revenue s,uch as license fees, 
shop rents, manure sale, etc., is not a stabilized one, 
because they depend upon the prevailing circumstances 
and conditions of the people at large. This Municipality 
does not run any commercial transport. 

4. There are only two prineipal taxes levied by this 
Municipality (1) Octroi, (2) Water tax. 

5. Since this body came into power, no efforts were 
made to impose new taxes or increase the rates of old 
ones. Once an attempt had been tried to levy conserv¬ 
ancy cess, but owing to strong opposition of the public at 
large, it was put off. Up to the present year, no difficulty 
has been experienced in balancing the budget, hence no 
imposition of new taxes has been thought of. Besides 
the public of this city is very poor, and unable to suffer 
the burden of heavy taxation. 

6 . If the present level of tax revenue is increased, it 
will help the Municipal Revenue to some extent, but It 
will tell heavily upon the pockets of the public at large. 
Almost all the licence fees have been doubled in the 
year 1945-46, and some of them are raised to five or six 
fold recently under the adoption of new rules. There 
is no hindrence of the State Government to utilise the 
tax resources to the fullest extent but looking to the 
present circumstances and taking the conditions of the 
general public at large into consideration, it does not 
appear advisable to overburden them with more taxes 
at present. 

7. This Municipality has prepared its administrative 
set-up and got sanctioned by the Government. Taking 
the whole Municipal Revenue into consideration its ad¬ 
ministrative cost comes to 25 per cent, of the total 
income, whilst taking the taxes, i.e., (octroi and water 
tax) into consideration it comes to 13 per cent, in respect 
of octroi and 20 per cent, in respect of water tax. As 
regards octroi, there is no arrears. The arrears in 
respect of water tax remains at the end of the year 
between five to six thousands, which is recovered in the 
next year, No assistance is offered from the State Govern¬ 
ment. 

8 . In the beginning of the introduction of octroi many 
instance had come to the notice of such evasions, but 
having taken strict measures of establishing octroi 
Nakas, at the prominent places on the outskirt of the 
town, as well as prosecution under the octroi rules, has 
put a stop to such practices now. 

9. None. 

10. Statement of three years is attached herewith. 


Statement showing income and expenditure of the Junagadh Municipality. 
A.— General Information. 


Rs. 


1. Population.. 64,000 Average 

2. Total inoome from all sources ......... 6,81,770 „ 

3. Total inoome from Rates and Taxes ....... 3,96,386 ,, 

4. Per capita inoidence of total income ....... 9 

6. Per capita incidence of income from taxes ...... 6 
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Statement showing income and expenditure of the Junagadh Municipality. 

B.—-Details of Income. 


I .—Tax Revenue — 

1. General property tax ...... 

2. Service tax water ........ 

3. Local Fund cesses . 

4. Octroi . 

*. Tolls. 

6. Taxes on goods and passengers carried by road or inland waterways 

7. Taxes on vehicles, animals, boats and on cycles 

8. Profession tax. 

9. Theatre tax.. . , . 

10. Pilgrim tax 

11. Town improvement and betterment tax . .... 

12. Other taxes ... 


II.— Non-tax revenue — 


Total 


Ra. 


Nil 

66,000 

Nil 

3,30,385 

Nil 

Nil 

2.000 

Nil 

6,000 

Nil 

Nil 

Nil 

4.04 385 


Average 


Average 


Average 


Average 


(a) Grants f.om Government— 


(1) for roads and buildings. . yu 

(2) for education .. m 

(3) for medical and public health purpose Nil 

(4) for other purposes—for paying Harijan sweepers according to the 44,950 Average 

recommendations of Vyas Committee. B 

Total . 44,950 

(6) Fees, fines, etc. * * * • |‘|L 33,000 Average 

(c) Miscellaneous.(\Sj| _ ? 1,44,386 

Total 1,77,385 

C. —Details of Expenditure. 


1. Administration ...... 

2. Service (Water supply, conservation, drainage, lighting, etc. 

3. Medical and Public Health. 

4. Roads and Buildings ....... 

6. Miscellaneous ....... 

Total 


1,13,132 

3,13,037 

36,507 

34,356 

93,458 

5,90,490 


Average 


MEMORANDUM B. 

1. Taxes on advertisements other than those appearing 
in news papers. 

(a) The advertisement boards are taxed in accordance 
with their sizes, in accordance with the schedule C 
Clause 18, 19 of the rules framed under the Junagadl 
State Municipal Act of 1933. There is provision to ta: 
the shop boards at the rate of Rs. 9 per annum on mail 
roads and Rs. 4-8-0 in by lanes but it is not levied fron 
the beginmng due to some misunderstanding. The admi 
mstrative set-up of such kinds of taxes comprises of one 
tax inspector, three bill clerks and 2 peons. Thev are 
entrusted with the work of collection of daily grounc 
rents, shop rents, cabins rents, thresh boards fees, etc 
If this tax on shop boards is levied it will help to e 
better extent to the Municipal Revenue. The instance- 
of evasion or avoidance are met with the public prosecu 
Non warrants, etc 

(bl Yes, as above pointed one. 

(c) Nil. 

2. General property tax and service taxes. 

('ll No property tax has been levied by this Muni¬ 
cipality since its birth, hence it is difficult to give anv 
comments on this subject. . Still however it is desirable 


that general property tax, should be levied on buildings. 
For the imposition of this tax, it is recommended that 
annual rental value should be the basis. As regards 
those Municipalities where the capital value has been 
adopted and there being no complaint, may continue 
that basis. As regards the other Municipalities, where 
this tax is to be newly imposed the basis must be thi 
annual rental value. There should be an exemption for 
a properly below the annual rental value of Rs. 100. 
The owner-occupiers should not be exempted from this 
tax for the building they occupy for personal use. Some 
concession as deemed proper may be allowed to chari¬ 
table institutions and properties. It is not advisable to 
exempt the new buildings for any period because the 
owners are sure to earn by way of rent, as soon as the 
buildings are completed hence there is no reason why 
they should escape the taxation. It is desirable that 
this tax should be progressive every ten-year in accord- 
andce with the prevailing circumstances and conditions 
of public at large. The Borough and City Municipali¬ 
ties should be empowered to levy this tax and necessary 
powers for its assessment and collection should be de¬ 
legated to them. 


3. Local Fund Cesses .—No local fund cesses are 
collected by the Revenue Administration and handed over 
to Local Boards in this state, hence it is not Dossible to 


















give any comments on its rates purposes, etc. It is quite 
a new subject to this Local body. 

4. Octroi and terminal taxes 209 to 213. —The levy 
of octroi has been introduced by the State Government 
from the year 1949, but it was being levied by the 
former Junagadh State. Formerly it was levied at a 
uniform rate of Rs. 0-0-3 per a rupee on the value of 
the goods over and above the land customs. From the 
year 1949 sctroi Ordinance and rules were issued by 
the State Government together with schedules of rates 
at which the duty is levied. Due to difference in rates 
on various articles, great difficulties are being experi¬ 
enced. Though the income from Octroi is a fairly good 
one amounting to approximately Rs. 3,25,000 per annum, 
the collection and administration is very heavy due to 
its present system. 

Generally the consumers pay this tax indirectly. It 
Is convenient to collect in its present system. Cases of 
evasion are there but very few. The introduction of the 
octroi in different Local Bodies at different rates has told 
heavily upon the trade. It is recommended therefore to 
have a uniform rates all over the State on the cost of 
the goods. The procedure of collection is adopted by 
this Municipality is quite satisfactory and feasible. Vari¬ 
ous nakas are fixed up at prominent places on the out¬ 
skirts of the town. Whenever any goods pass through 
a particular naka the octroi is collected by the gate 
clerk in accordance with the scheduled rates. If the 
merchant wants leave to export the goods within the 
prescribed time he submits the written declaration in 
the prescribed form and whenever the goods is exported 
he obtains the export certificate from the respective naka. 
Then he applies for the refund of octroi within the pres¬ 
cribed time according to the octroi rules. Necessary in¬ 
quiry is carried out through Octroi Inspectors and if 
there is nothing objectionable the refund is passed by 
the authority concerned, under whose purview falls 
the particular amount in accordance with the rules. This 
procedure has proved to be a quite satisfactory. 

Question 214 —Yes, the extension of the nationalisa¬ 
tion of motor Transport will help to adopt a simpler and 
more effective system of terminal taxes. 

Question 215 —Nil. 

5. Taxes on goods and passengers carried by road .— 
This tax is not levied by this Municipality, hence no 
comments can be offered on its advantage and disadvant¬ 
age. 

Question 216. —This item should remain at present 
as it is if deemed proper it should be utilised for Local 
and State taxation. 

6. Pilgrim tax 21 7.—It is desirable that pilgrim tax 
should be levied by those Municipalities, which are pro¬ 
minent places of pilgrims. The rates to be adopted 
should be uniform. 

7. Tax on floating population in big cities 21 7.—If advis¬ 
able it is necessary to adopt such form of taxation on 
the floating population in bigger cities because this 
would at least put a considerable cheque on the flow of 
population from the urban areas to big cities. This 
would also help to the betterment of villages and urban 
areas. 

8. Poll tax 218. It is desirable that this form of 
taxation should be Local and State taxation. 

9. Taxes on vehicles animals and boats 219—(a) This 
form of taxation should purely be Local taxation. This 
Municipality at present collects this tax on cycles only 
while the tax on other vehicles is collected by the Police 
Department. Recently, a move has been made with the 

Government and the vehicles tax on motor vehicles 
of all kinds, is being proposed to be levied by this Muni¬ 
cipality. It is under consideration of the State Govern¬ 
ment, and will be sanctioned within a short time. Really 
speaking taxation on vehicles of all kinds, animals, and 
boats ought to be levied by the respective Local Bodies 
only. 

10. Toll tax 219. The toll tax should be Local and 
State tax only. 

11. Profession tax 220.— This Municipality fully 
agrees with the Local Finance Inquiry Committee’s re¬ 
commendations that the limit of rupees 250 should be 
raised to Rs. 1,000. It is recommended that the wider 
adoption of this tax should be carried on by Local Bodies 
and the State Government. Borough and city Muni¬ 
cipality may be empowered to levy this tax. Yes ; the 
levy should be compulsory in certain cases. This tax 


should be correlated with the income-tax and collected 
by that administration. The collection should be credit¬ 
ed to respective Local Body by the State Treasury. The 
amount should be paid to the respective Local Body in . 
two instalments in a year, after deducting the reason¬ 
able percentage for the collection. 

12. Theatre tax 221. —This tax is levied by this Muni¬ 
cipality at the rate of Rs. 2 per show together with 
Rs, 15 as Municipal Charges for conservancy, This tax 
is levied in accordance with the State Municipal Act 
of 1933, and by-laws and rules formed under the said 
Act. For more general adoption of this tax, either the 
theatre tax, together with the entertainment tax, should 
pass to the Local Body, or, it should be levied by the 
State collectively, and, the State should pay the Local 
body 50 per cent, of the total collection every month. 

The present system is very troublesome and defec¬ 
tive. Because the owners of the cinema, theatres 
refuse to pay this tax, on the plea that, as the State 
Government is collecting this tax, it is not within the 
purview of the Municipality, to levy this tax. Every 
month notices and warrants are to be issued and the 
tax is collected after a great difficulty. 

13. Town improvement and other betterment taxes 
222. —It is recommended that those Municipalities where 
town improvement programme is in force, and the Muni¬ 
cipalities have to sustain some sort of expenditure there 
under,—should levy the town improvement and better¬ 
ment taxes in comparison, to the magnitude of the pro¬ 
gramme and expenditure. 

14. Other taxes. —Nil. 

memorandum c. 

Question 189 to 194.— A. No; nither there is an 
instance where this Municipality has been refused execu¬ 
tive sanction by the State Government in regard to the 
proposed levy of a particular tax even where such a tax 
is permitted under the statute governing the Local Body, 
nor there has been any instance, where the State Govt, 
has compelled this Municipality to levy a tax inspite of 
opposition. 

B. Yes; when water works was transferred to this 
Municipality the State Government, was approached 
wLh a request to give grant-in-aid to meet with the 
expenditure, for, water works is an expensive depart¬ 
ment. It’s annual income is Rs. 65,000 while the ex¬ 
penditure comes to more than Rs. 100,000. But the 
Government refused point blank to give any grant-in- 
aid, with a suggestion to make up for the deficit by 
using fully the tax resources. But due to the extremely 
poor condition of the public at large it was not desirable 
to increase taxation, hence the matter was left off. 

It may also please be noted that, whilst the transfer 
of water works to this Municipality was contemplated 
by the Government this Municipality requested the Gov¬ 
ernment at the same time for the transfer of Electric 
Power House also. The matter was under considera¬ 
tion of the Government in the beginning, but after the 
transfer of water works was completed, the transfer of 
Power House was refused. It may be mentioned that, 
the transfer of Electric Power House to the Municipality 
might have resulted in a net profit of Rs. 200,000 appro¬ 
ximately to the Municipality. 

C. The Government assists the Local Body financially 
in meeting its development expenditure by specific grant- 
in-aid, e.g., for water works and drainage scheme and 
sharing the financial assistance which the State itself 
receives from the Central Government. 

Question 195—Neither the property tax nor the 
vehicle tax is levied by this Municipality. In former 
Junagadh State times the vehicle tax on motor vehicles 
was levied by the State, while on other vehicles it was 
levied by the Police Department, which used to transfer 
the collection of cycle fees only to this Municipality 
after deducting 5 per cent, for the collection charges. 
But since last two years the executive power for the 
collection of cycle fees is transfered to this Municipality. 
The co-ordination of the Police Department has thus 
been ceased and great difficulty is experienced by this 
Municipality in collection of this tax. It is desirable, 
therefore, that co-ordination of State Government in res¬ 
pect of vehicle tax is essential, because it will prove 
more effective in respect of assessment and collection, 
and will save the Municipality from extra administra¬ 
tive cost. 

Question 198. —Yes ; it is presumed that almost all 
the Municipalities of Saurashtra are unwilling to utilise 
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fully the tax resources, because of the prevailing circum¬ 
stances and economic conditions of the public of 
Saurashtra. The elected members of the Municipality 
come from various walks of life, but are mainly repre¬ 
sentative of the ‘ merchant class In tooth of opposi¬ 
tion from their “ mates ” and at times because of “ an 
axe to grind ” they are normally reluctant to take up 
to a tax-measure. Elected Councillors who have to rub 
their shoulders with day to day affairs in civic-life of 
their respective towns usually do not hazard to such 
measures. 

Question 203.—The principle of progressive taxation 
is best suited for the purpose of the general property 
tax. It is in the interest of the poor and lower middle- 
class families if the rental value below a particular 
level, say the first slab of Rs. 100 is exempted. The 
owner-occupiers should also be taxed as any other 
occupant. As regards charitable trusts no hard and fast 
rule can be suggested and each case should be judged 
on merits. The nature and scope of the charity may be 
scrutinised by the Municipality and an exemption may 
be granted after such scrutinising and with the approval 
of the State Government. Necessary legal provision to 
that effect must be made in the rules. Educational 
Trusts and Co-operative Housing Societies should be 
exempted. No remission are suggested to be given for 
vacancies. The following recommendations are made 
regarding new buildings. 

Tax free for the first year. 

75 per cent, exemption for the second year. 

50 per cent, exemption for the third year. 


have had their drawbacks on Trade and Commerce 
within the Municipal area, to some extent, they tell 
heavily upon the inter-district trade so far as the retail¬ 
ers are concerned. When a certain commodity enters 
the Municipal area, Octroi is levied on it. When the 
same commodity passes to the other district, octroi is 
levied by that district also. Thus when one commodity 
passes through two or three districts, it is charged with 
octroi three or four times, which in the end fall on the 
pockets of consumers. Prompt method as described in 
the Memorandum B is adopted for refund of octroi on 
goods exported or in transit. 

Question 219.—A. Only the Cycle tax at the rate cf 
Re. 1 per annum is levied by this Municipality. The 
annual receipt of this taxation amounts to Rs. 2,000. 
The rest of the taxes on vehicles other than Motor 
vehicles is levied by the Police Department. 

B. It is presumed that no Toll-tax is levied by the 
State, and if it is levied no compensation is allowed by 
the State to the Municipality. 

Question 220.—A. It may please be noted that no 
profession tax is levied by this Municipality, hence it is 
difficult to furnish any information in the subject. 

B. Nil. 

Question 221.—No. the theatre tax has not caused 
any increased in the price of tickets for admission to 
cinemas, but the same is increased by the entertainment 
tax. The theatre tax is absorbed by the owners them¬ 
selves. 


25 per cent, exemption for the fourth year. 

Full taxation from the commencement of the fifth Question 8—9.—There is no earmarking of the ex- 

year penditure of the income from a particular source. The 

general Municipal Revenue is distributed to different 
B. It is presumed that, if the properties belonging to heads of expenditures in comparison to the estimated 
the Central and State Governments are made liable to income in a particular year, 
property tax it will increase the tax revenue by 33 per 

cent, at least. Question 10—11.—No commercial or Industrial 

undertakings are managed toy this Municipality. 

Question 207.—The expenditure of the service tax 

(water tax) exceeds the income by Rs. 35,000 per Question 153.—It is presumed that there is no such 

annum. It is presumed that if the service tax is levied tendency on the part of the State Government. No such 

as consolidated property tax it would help to a great power has been delegated to Local Bodies till now. Of 

extent in respect of assessment and collection. It is pro- course such earmarking of its revenue for specific Local 

posed that the rates should range from 8 to 10 per cent. purposes is desirable, 

of the rental value of the property. 

Question 168 to 171.—As this tax is not levied by 
Question 208.—This tax is not levied by this Muni- this Municipality, it is difficult to offer any remarks on 

cipality, hence there is no question either of loss of the subject. But one thing is certain that instead cf 

revenue or of its being made up by the State Govern- several taxes by different authorities, it is desirable that 

men t- a consolidated tax should be levied by the State and the 

proceeds should be apportioned to the authorities con- 
Question 209.—Tax revenue of octroi plays the pro- cerned by distributing a reasonable percentage, the 

minent part in the Municipal Revenue of this Munici- major part of the proceeds after deduction of collection 

pality. As it amounts to 50 per cent, of the total income, percentage, should pass to the Respective Local Body, 

it helps to a great extent to this Municipality to run its and the entire proceeds should be earmarked for specific 

administration smoothly and to fulfill its obligatory purpose of construction, maintenance and repairs to 

duties towards the public. Though these kinds of levies roads. 



RAJKOT 


Replies of the Rajkot Borough Municipality to the Questionnaire of the Taxation 

Enquiry Commission. 


Rajkot Borough Municipality has the pleasure to sub¬ 
mit this Memorandum to Taxation Enquiry Commission, 
expressing its views on taxation features affecting Muni¬ 
cipal administration. Rajkot being metropolis of 
Saurashtra State it is hoped that the views expressed 
in this Memorandum will be more or less a correct ex¬ 
pression of views held by other Municipalities in the State 
of Sourashtra. Before integration in the year 1948, 
Saurashtra was a mere peninsula divided and subdivid¬ 
ed into several States all autonomous units having their 
own systems of taxation and administration. Local 
Bodies were not in existence except at Bhavnagar and 
Porbandar but there was a beginning towards formation 
of such Bodies. Conservancy staff was maintained in 
some States as a separate unit to be managed by a com¬ 
mittee of nominated members. Expenses were met from 
octroi revenue. AH major works of road repairs, road 
making, surface drainage, water supply were met from 
State Revenues, Gutters used to be constructed at the 
cost of house owners and cleaned by Conservancy staff. 
Rajkot and Jamnagar had made a beginning to levy 
house tax. Except in these two States, house tax was 
not levied by any other state. 

In or about the year 1949, Saurashtra Government 
very suddenly switched on to Local Self Government, 
system, and created full fledged Municipalities of elect¬ 
ed representatives throwing on them all liabilities and 
responsibilities mentioned under District Municipal, and 
Municipal Boroughs Act of Bombay. People rejoiced 
this change over as it gave them full scope to administer 
local affairs, but the enthusiasm was short-lived as the 
required co-operation from Government was not en¬ 
couraging and because octroi was the only source of 
revenue at their disposal to manage the local household 
which was incomplete in every respect. Except octroi,- 
Government had nothing to donate to these bodies to 
manage their affairs. All Government deed was to point 
out to them the sources of taxations mentioned in the 
Municipal Acts. People were not accustomed to direct 
tax-system of taxation as in other States. In the mean¬ 
time Government levied their own taxes such as Income 
tax, Excise-tax, Sales-tax, and people grew all the 
more apathetic to pay taxes. Thus, Local Bodies in 
Saurashtra found themselves deprived of funds and 
burdened only with liabilities and responsibilities to¬ 
wards tax-sick subjects. In our opinion, the system of 
local taxation in the State of Saurashtra is defective in 
its, 

(a) Frame work. —Government of Saurashtra has 
given us free-hand to deal with our local problems but 
has not handed over to us our legitimate assets such as 
lands and buildings and did not give us adequate mone¬ 
tary help to do any capital work of substantial nature. 
This Municipality is even denied possession of local cloth 
market and local grain market which are a source of 
revenue by way of rent, inspite of the fact that these 
markets belong to and are property of the Municipality, 
under provisions of Municipal Act. So also royalty on 
quarries in Municipal limits is being taken by Govern¬ 
ment. Rent on piece of land admeasuring more than 
500 yds. is being claimed by Government. Occupancy 
price and lease rent on all land within Municipal limits 
is taken by Government, and thus, some of the legiti¬ 
mate sources of revenue of Local Bodies are claimed 
by Government and till today nothing is given to the 
Municipality towards this recovery by Government. 
Moreover, at present Lx>cal Bodies mainly depend upon 
Government co-operation and derive inspiration and 
guidance from the Government for meeting their finan¬ 
cial obligations, but as mentioned above our Munici¬ 
pality is denied even its legitimate sources of revenue 
and therefore frame work may be so altered or re-align¬ 
ed that there should be no interference in rights con¬ 
ferred upon Local Bodies by Act; State Government 
should act in advisory capacity only. 


minimum of tax to be levied and then power to levy 
that tax should remain with Municipality without inter¬ 
vention of the State Government. 

Question 187 .—Looking to the fact that local body 
has to provide all amenities to all citizen alike, Local 
Bodies such as City Corporations and Municipalities 
should have a portion, more or less in all sources of 
Revenue of the State over and above local taxes. So 
far as civil affairs are concerned. City Corporations and 
Municipalities be considered autonomous in the adminis¬ 
tration of their affairs and all the revenues received by 
State from Municipal area must be shared with Local 
Bodies. 

Question 189.—(1) Item No. 62. —Taxes on entertain¬ 
ments at present, collected by State Government, may 
be definitely a source of revenue for Local Bodies. Item 
No. 62 of the State list in the Constitution of India needs 
to be divided into two parts. Taxes on luxuries and 
entertainments, amusements should be solely given to 
Local Bodies, while taxes on betting and gambling may 
remain with State Government as they require vigilance 
of Police Department. 

(2) Item No. 63. —Rates of stamp duty; Major por¬ 
tion of revenue from stamp duty and Registration fee 
should go to Municipalities because the immoveable pro¬ 
perties for the transfer, etc., of which stamps are neces¬ 
sary and for which Registration fee is taken are situated 
within Municipal limits and Municipalities have to 
render services for their security from fire, etc. 

Not only any income from stamp duty is given to 
Municipalities, but they are not kept exempt from stamp 
duties and so Municipalities have to pass stamped re¬ 
ceipts, and Municipal servants have to give security 
bond on stamp papers. Municipality should be treated 
on par with Government and whatever privileges are 
enjoyed by Government should be given to Local Bodies 
also. 


(3) Item No. 57. —Taxes on vehicles requires clarifi¬ 
cation, as it has hard hit Municipal sphere of taxation. 
Although State Government is justified in taking mecha¬ 
nically propelled vehicles because they cover roads be¬ 
yond local limits and within State limits, it is essential 
that a definite portion of this tax should go to Municipal 
Fund. If an adequate percentage of tax on mechanically 
propelled vehicles is given to Local Bodies they may not 
impose wheel tax as it involves expenditure of collec¬ 
tion. We agree to recommendation of Local Finance 
Enquiry Committee to share this tax with State Govern¬ 
ment. 


(4) Item No. 50. —Taxes on mineral rights; This 
item of taxation also needs clarification and devolution. 
Taxes on mineral and quarry material which is export¬ 
ed beyond local limits may be taken by State Govern¬ 
ment, but some percentage of tax m.ust be .given to Local 
Body within whose limits, the mine or quarry exists 
because Local Body has its share of expenditure in pro¬ 
viding facilities to everybody with them. Revenue from 
Quarries of ordinary material such as morum, sand, etc., 
which is mostly used in local area only should wholly 
be included in the list of local taxes of the Local Body. 

(5) Item No. 52 and 54 ; Namely octroi and sales tax 
has created double taxation causing great dissatisfaction 
amongst consumers and merchants alike. Municipalities 
may collect octroi as at present, but they should get 
substantial share from sales tax levied by Government 
within the local limits of each Local Body. When it is 
the function of Municipalities to provide all sorts of 
amemties to traders and consumers, Municipalities are 
justified to claim substantial percentage in the sales tax. 


(b) Actual operation of the system of taxation is also 
defective. Procedure to levy tax or to cancel or modify 
the same is cumbrous and dilatory. Municipality has to 
wait for a period of three to six months to bring to light 
its idea of levying tax, and not less than a year to begin 
to earn from a new source of taxation. Procedure laid 
down in section 75 of Municipal Boroughs Act needs a 
drastic change. Government may fix maximuyi and 


Local bodies should not be burdened with sales tax 
on goods purchased by them The argument made in 
para, above for stamp duty applies equally in ibis case. 
Thousands of rupees are being paid by a single Local 
body in tee nature of sales tax to its parent body name- 
ly the State Government j while Government has vers 
cautiously made a rule to exempt its own material fron 
tee octroi duty. “ 



Question 191.—The procedure laid down in section 75 
of Municipal Boroughs Act for imposition of tax is cum¬ 
brous and dilatory. Now that Local Bodies consist of 
elected representatives of the people, they feel pulse of 
the township in matter of taxation and there is no need 
of such a wide publication before tax is levied. That 
procedure was necessary when Local Bodies were not 
formed of true representations of people and when adult 
franchise was not introduced. This dilatory procedure 
has considerably hampered progress of Local Bodies as it 
affects budget estimates of the Municipalities. 

Question 193.—Saurashtra Government has not im¬ 
posed conditions for maximum or minimum levy of taxes 
under section 77A of Municipal Boroughs Act. It is 
suggested that such maximum and minimum limits should 
be fixed and Local Bodies should then be allowed to im¬ 
pose taxes or modify the same. 

Question 194.—This is dealt with under item No. 189. 

Question 195.—Co-ordination is defective in follow¬ 
ing cases:—- 

(1) Item No. 62 of State list gives authority to the 
State to levy entertainment tax. This source having 
been captured by State Government Local bodies sought 
remedy by resorting to item 33, viz., theatre tax. 
Ultimately burden of both these taxes falls on persons 
who are entertained, causing double taxation and giv¬ 
ing lions share to State Government. As dealt in item 
189 (1) entertainment tax should be solely the mono¬ 
poly of Local Bodies. This double taxation brought in 
its trail double expenditure in collection also. If enter¬ 
tainment tax is alloted to Local Bodies, this anomaly 
will be removed. At the most, State Government may 
levy theatre Tax, as licence is granted by District 
Magistrate. 

(2) Levy of octroi on goods imported within local 
limits for consumption, use or sale therein, under item 
No. 52 of State list, and tax on sale or purchase of goods, 
under item No. 54 is a clear instance of double taxation 
and double expenditure on collection. This anomaly 
has affected fiscal administration of Local Bodies in 
Saurashtra to its very root. These taxes should be 
shared by State Government and Local Bodies as men¬ 
tioned in 189(5). 

(3) Registration of fees for mechanically propelled 
vehicles charged by State Government, and wheel tax 
levied by Local Bodies is again an instance of double 
taxation and double expenditure of collecting the same. 
Please refer reply to item No. 189 (3). 

Question 196.—The Shops and establishment Act 
has made it incumbent on Local Bodies to enforce this 
Act although it does not fall in purview of obligatory 
duties of Municipality. Municipalities should not be thus 
forced by separate Act to carry out function not cover¬ 
ed by Municipal Act. If at all Government wants to 
persist in implimentation of shops and establishment 
Act by Municipalities they should give grant-in-aid to 
cope with the additional burden. As Saurashtra subjects 
are not accustomed to local taxation and as Government 
has suddenly decentralised their powers and responsibi- 
they should give adequate grants to Local Bodies 
tm the time Municipalities tap sources of revenue at 
their disposal. 


Question 199.—We are not in favour of transferring 
additional powers of taxation to Municipalities, but the 
devolution should be clear cut, avoiding double taxation 
as mentioned above. It should be in proportion of tax 
or taxes with the Local Body excrusing no responsibility 
in respect of them. Thus, we agree to position ii(a). 

Question 200.—Properties are at present taxed three¬ 
fold, by Central, State and Local Governments. In our 
opinion there is no justification to levy non-%gricultural 
and urban immovable property taxes within Municipal 
limits. Income from agricultural land within Municipal 
limits is already taken by State Government. All non- 
agricultural land should vest in Municipality and since 
it is left to Municipalities to provide amenities of all 
kinds to the residents within Municipal limits the addi¬ 
tional burden of non-agricultural assessment is unneces¬ 
sary. 

In our opinion annual rental value will be a suit¬ 
able basis for assessment but in some cases such as mills, 
theatres, etc., capital value is also desirable, and there¬ 
fore, we prefer both systems to be retained. It is sug¬ 
gested that experts should devise some method so that 
one single machinery will be created to collect property 
tax for Central, State and Local Government and res¬ 
pective share of the same allotted to each Government. 

Question 201.—We agree with recommendation of 
Local Finance Inquiry Committee, but at the same time 
we wish to add that capital value should also be allow¬ 
ed as the basis for assessment in case rental value is 
difficult to be obtained or found less in comparison with 
capital value. 

Question 202.—Local Finance Inquiry Committee has 
dealt on this subject very exhaustively and we agree 
with their views. 

Question 203.—We do not recommend exemption 
from tax below particular level. Charitable or educa¬ 
tional trusts should be given exemption. As regards 
remission for vacancies, we agree with views expressed 
by Local Finance Inquiry Committee. We would not re¬ 
commend exemption for the first few years after cons¬ 
truction. That would not encourage house building, as 
such exemption is not very lucrative for a man who 
has funds to make new construction. 

Question 204.—In our opinion, property tax should 
be progressive to make it equitable. 

Question 206.—As regards assessment of property 
tax, we are of the opinion that in case of Municipalities 
assessment should be done by Municipality by adopting 
procedure they may think fit. It is not necessary to 
create valuation Department as suggested by Local 
Finance Enquiry Committee. 

Question 207.—Instead of levying separately general 
taxes as General sanitary cess, General Water rate, light¬ 
ing tax, there should be only one property tax to include 
cost of the providing General amenities. For clearing 
private latrines and such facilities there should be sepa¬ 
rate service tax such as special water rate, special Con¬ 
servancy tax, etc. Such special taxes should be as far as 
possible, sufficient to cover the cost of services rendered. 


Question 198—We do agree that Local Bodies in 
Saurashtra failed to make full use of the tax resources 
available to them, but that is due to the fact that people 
are not accustomed to direct taxation. This Municipali¬ 
ty came into being only in the year 1949. Even within 
this short period Municipality has levied new taxes and 
fees to augment its revenue. It is not possible to make 
people tax-minded in such a short period. The sudden¬ 
ness with which State Government ushered Municipal 
Laws of Bombay Presidency by shifting on shoulders 
of Local Bodies all responsibilities and liabilities of 
Government, circumstances demand that they should 
give them grants-in-aid for at least a decade to put 
Municipalities on sound footing. While devolving their 
responsibilities on Municipalities, Government should 
have considered on what background, these bodies start 
their functions. Most elementary facilities of water 
works, drainage, good roads are not provided in most 
of the local limits for which these bodies are created 
These provisions which used to be made by State rulers 
in those days, should either be done by State Govern¬ 
ment who step into their shoes, or they should give 
Municipalities sufficient grant-in-aid till the time these 
amenities are provided and Municipalities have become 
self-sufficient. Thus, the case of Local Bodies in Sau¬ 
rashtra has its own features to make a demand for 
grant-in-aid from Government for major works of 
capital nature. 


Question 208.—(Not for Municipality. It is for Dis¬ 
trict Local Boards, etc.). 

Question 209 to 211.—Terminal tax, octroi and 
sales tax have together given rise to multiplicity of taxa- 
aon causing great hardship to consumers and Local 
Bodies. Fraud and corruption is rampant on account of 
intricate system compelling those concerned to fill variety 
of forms, and to maintain ledgers. The system of giv¬ 
ing refunds is also very complicated. 

It is suggested that octroi terminal tax and sales tax 
should be amalgamated in one single tax to be collected 
by a single machinery and share of revenue should be 
allotted proportionately to Local Bodies, State Govern¬ 
ment and Central Government. This will avoid multi¬ 
plicity of taxes and will save collection charges and 
there will be check on fraud and corruption. 

If that is not possible, Local Bodies should be allow¬ 
ed to improve octroi without making provision for re- 
tund Large portion of sales tax should be given to 
Local Bodies within whose limits the same is levied. 

Levying of surcharge on sales tax is not feasible and 


-He ui rexuna or tax imported 

within local limits should be abolished, because goods 
is always imported either for consumption, use or sale 
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and for no other purpose. The system of prescribing 
“ bonded areas ” should be introduced and State Govern¬ 
ment should allot suitable facilities to the Municipalities 
to introduce the same. 

Question 213.—Octroi should be levied as far as pos¬ 
sible on ad valorem basis. Only in cases where it is not 
so possible, it may be or maundage. Procedural delay 
will be remedied if the system of giving refund is 
abolished as suggested above. 

Question 214.—Extension of nationalisation of motor 
transport will make it easy to collect terminal tax. 

Question 215.—As mentioned in reply to query No. 
209, it is suggested to amalgamate these taxes. 

Question 219.—In our opinion toll tax is not desir¬ 
able. It is a vexatious tax and should be abolished. 

Question 220.—We agree with recommendation of 
Local Finance Enquiry Committee to raise the limit to 
Rs. 1,000. 

Question 221.—Views on this item are expressed 
above. 

Question 223.—Our Municipality is of opinion that 
at present there are threefold taxes by Central, State and 
Local Governments on the same items. This sort of 
Multiplicity of taxes should be avoided and only one 
single tax should be levied and collected by a Central 
Body and income be proportionately distributed among 
three Governments. By this method we shall be able 
to save administrative expenses, and public will also 
V saved unnecessary botheration and expenditure. 


Question 226.—With regard to circumstances under 
which Local Bodies came into existance in Saurashtra 
State, it is essential that grants-in-aid be given to these 
Local Bodies for fundamental major works such as: — 

(1) Office Building for Local Bodies. 

(2) Water Supply Works. 

(3) Drainage. 

(4) Markets, 

(5) City Survey, Town Planning. 

Had it not been for creation of Local Bodies in the year 
1949, execution of these works of capital nature would 
have become the duty of Government, and so Local 
Bodies in Saurashtra are justified to claim the same from 
Government. 

Question 228.—It is not possible in case of Munici¬ 
palities to substitute manual labour in full or part pay¬ 
ment of taxes. 

Important major needs of this Municipality are as 
under :— 

(1) A building for its office. It will cost approxi¬ 

mately one lac of Rupees. 

(2) Water Works, complete with filters pipe lines, 

etc., costing Rs. 50 lacs. 

(3) Under Ground Drainage costing Rs. 60 lacs. 

(4) City Survey within Municipal Limits at a cost 

of about rupees two lacs. 

These are basic needs of this Municipality for which 
monetary help from Government is imperative, and that 
help should be by way of subsidy only. 



DELHI 

Replies of the Delhi Municipality to the Questionnaire of the Taxation 

Enquiry Commission. 


Question 185.—The existing system of local taxation 
with reference to the Punjab Municipal Act, 1911 as 
extended to Delhi State is far from being satisfactory. 
It is not a question of details since the entire system 
needs overhauling having become obsolete. 

The major defects are: — 

(1) the description and nature of taxes ; and 

(2) the powers of taxation. 

As to the extent with relation to (a) the framework 
and (b) to the actual operation my observations are as 
under: — 

(a) The existing local taxation in Delhi derives its 
authority from the Punjab Municipal Act 1911, amended 
from time to time and as extended to Delhi State. This 
Statute was enacted in 1911. In their zeal to conserve 
the State revenues, no share of such revenues was made 
available by the State Government to local bodies. Thus 
the local bodies have to depend on whatever they can 
get from the scheduled taxes at such rates as might be 
sanctioned by the Government. 

(b) The procedure for imposition of a tax is very 
dilatory and very often the sanction of the Government 
is received after the emergency for imposition of the tax 
is over. Such a tax is later on resented, and not quite 
unjustifiably, by the tax payers. 

To illustrate the above position I may quote the 
recent instance of the proposed abolition of rebate on 
Water Rate. The Committee with the sanction of the 
State Government had been allowing a rebate on Water 
in case of payment of bills by the specified date. This 
provision was made to ensure speedv recovery of the 
dues. Experience, however, showed that the object was 
not achieved and the system gave rise to certain com¬ 
plications. It was eventually desired to abolish the 
system of rebate. After necessary preliminaries as laid 
down by the Statute which took about 3 months, the 
proposal was eventually submitted to the Government 
early in 1952-53. After lengthy correspondence cover¬ 
ing- a period of about a year, the proposal was turned 
down by the State Government although the abolition 
of the rebate would have added a substantial amount to 
the revenues of the Committee without effecting the 
recoveries which could otherwise be made by the threat¬ 
ened disconnection. 

Another instance is that of terminal tax. No sche¬ 
dule of articles for purposes of this tax can be exhaus¬ 
tive. Import of articles which are not on the Schedule 
starts suddenly. But by the time they either cease alto¬ 
gether or decline. This happened during the period of 
World War II. Concrete example of the cases of this 
nature is the manufacture of dehydrated products, such 
as potatoes, eggs, etc., and preparations of sugar. 

To eradicate these evils the remedies in brief are: — 

(1) to enlarge the schedule of local taxes, 

(2) to give absolute powers of taxation to the local 

bodies subject to the prescribed maximum, 

f3) reservation of fixed percentage out of the State 
Revenues. 

Question 186.—The frame work is surely defective, 
and there is no difficulty in tracing it to the Constitution. 
It would be observed that List II of the Seventh Sche¬ 
dule specifies the taxes which may be levied by a State 
Government. There is neither any list exclusively for 
the local bodies, nor any directive in the Constitution 
as to such and such taxes being ear-marked for local 
bodies. Thus in the matter of taxation the local bodies 
are entirely at the mercy of the State Government who 
may or may not authorise the local bodies to impose 
any taxes. There is also a possibility of the state Gov¬ 
ernment imposing tax for its own revenues For instan¬ 
ces whereas the entire income from Entertainment 
Tax in Madras forms part of the finances of the local 
body, in Delhi State not even a share is paid to the 
Delhi Municipal Committee. The desirability and expe¬ 
diency of splitting up the State List in two parts, name¬ 
ly. State List and Local Bodies List may be looked into. 
The Local Bodies list may contain all the items printed 


on pages 487 and 488 of the Report of the Local Finance 
Enquiry Committee. 

As for the inclusion of new items in the State List 
suitable for local taxation I would recommend only one 
item, namely “ the tax payable by persons presenting 
applications for erection or re-erection of buildings ”. 
This proposed tax does not now figure either in the 
Union or the State List. 

I would strongly support the recommendation of the 
Local Finance Enquiry Committee transferring the item 
of “ terminal taxes on goods or passengers, carried by 
railway, sea or air ” to the State List, by which I mean 
the Local Bodies List. I would further suggest that the 
item may be amended so as to include road borne traffic 
in goods or passengers, as I find that the omission of 
the word “ road ” is leading to some confusion with re¬ 
gard to the corresponding item No. 52 of the State List. 
It is therefore advocated that item No. 89 of the Union 
List may be transferred to the State List in the follow¬ 
ing form. 

“ Terminal taxes on import and export of goods 
through railway, road, sea, inland water ways or air 
such tax being not refundable on export or import 
as the case may be.” 

The omission of the work “ passengers ” from tht 
above would necessitate a change in item 56 of the State 
List which may be re-worded as under: — 

“ 56-Taxes on goods and passengers carried by rail¬ 
way, road, sea or inland waterways or air.” 

Question 187.—So far as this question is concerned 
I shall confine my comments to the municipalities in 
Delhi State for the reasons that there is no corporation 
in Delhi State and we are not much in touch with the 
administration of local bodies in rural areas. 

The considerations to be taken into account for judg¬ 
ing the suitability of a particular tax in a municipal area 
may among others be the following: — 

(1) The importance of the city historically. This is 
so because historical importance of the city is naturally 
conducive to the attraction of tourists. 

(2) The importance of the city from religious point 
of view. If the city has any religious sanctity it attracts 
large number of pilgrims. 

(3) The importance of the city politically, that is to 
say if it is the centre of political concourse then the 
municipality has to maintain much higher standard of 
civic amenities than ordinarily. 

(4) The importance of the city as a Distributing 
Centre of trade, in which case contribution by the traders 
to the local funds in the form of taxes on imports and 
exports of goods would not be undesirable. 

(5) The importance of the city as a manufacturing 
centre, which is conducive to the attraction of labour in 
consequence of which the responsibility of the local body 
increases. 

(6) The importance of the city with regard to its 
physical situation such as being a hill station, a sea-port, 
a big railway junction, etc. 

As regards the suitablity of a particular kind of tax, 
I would say that it depends on the status and needs of 
a local body. A local body is given the status of a cor¬ 
poration usually in important and big cities. The im¬ 
portance may be due to every or some of the factors 
enumerated above. Similar is the case with the muni¬ 
cipalities. The suitability of a tax would depend on the 
status of the municipality with due regard to local con¬ 
ditions. For instance a tax in the nature of a pilgrim 
tax may not be suitable at all to the municipality of a 
city which is not a place of pilgrimage. Again a duty 
on exports would be more feasible in the case of a manu¬ 
facturing town. 

Question 188.—It has already been stated that the 
frame work is defective. Even if the State List is made 
adequate, it would remain defective so long as powers 
in respect of certain taxes are not by statute transferred 
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to the Local Bodies. It can be done either by splitting 
the State List, in two Parts, viz., State List and Local 
Bodies List, or by specific provision in the statute that 
such and such taxes would be leviable by the local 
bodies. In the absence of such a provision there is 
always a danger of the State Government imposing a tax 
itself which should legitimately form part of the 
revenues of a local body. For instance in Delhi State 
the Entertainment Tax has been levied by the state 
government for State revenues whereas a tax of this 
nature in Madras is levied by the Corporation. 

The municipalities in Delhi State are governed by 
the Punjab Municipal Act, 1911 as extended to the Delhi 
State. According to this Statute the local bodies are 
entirely dependent on the State Government for imposi¬ 
tion or variation or abolition of even the scheduled 
taxes. The local body can not by itself impose a tax or 
revise the rates of tax already imposed. Under this 
enactment the question of devolution of powers of taxa¬ 
tion on the local bodies does not arise, and the status of 
the local bodies is not better than that of a satelite. 

Question 189.—There is a utter failure of a provi¬ 
sion for the devolution of tax powers. In this connec¬ 
tion the instances of levying a tax on visitor and on the 
sale of electricity are brought up. The first one has been 
under consideration of the State Government for a num¬ 
ber of years, while the proposal for the other one has 
been turned down. This state of affairs is due to the 
want of sufficient powers of taxation with local bodies. 

Question 190.—Does not arise in view of the above. 

Question 191.—There is no devolution at present. 
The existing procedure of taxation under the Punjab 
Municipal Act 1911 is extremely dilatory in actual prac¬ 
tice. Since general authorisation does not exist, specific 
approval is necessary in every case. A general autho¬ 
risation would obviously be necessary to do away with 
the dilatory procedure. The conditions imposed on the 
power to levy taxes are very often unnecessary. The 
instance of the proposed abolition of rebate on Water 
Rate is brought up, of which mention has already been 
made. 

Question 192.—Since there is a complete failure of 
devolution the question of diversification does not arise. 
§o far as the powers of taxation are concerned, there 
fS no distinction in the existing law between the differ¬ 
ent categories of local bodies. 

Question 193.—(a) In the absence of any devolution 
this question does not arise. 

(b) Does not arise. 

(c) Does not arise. 

Question 194.—There being no devolution of powers 
the question does not arise. 

Question 195.—There is no instance of defective co¬ 
ordination between particular taxes. But under the 
existing frame work the possibility of non-coordination 
can not be excluded altogether, in-as-much as there is 
no separate list for Local Bodies. 


tions. It would no doubt be expedient if certain grants- 
in-aid are assured to the local bodies in advance as they 
would be conducive of putting the local bodies on a 
sounder footing in the matter of imposition of taxes. 

Question 199.—In my opinion no, single alternative 
would serve the purpose. I would, accordingly recom¬ 
mend that— 

(i) additional powers of taxation should be trans¬ 

ferred to the local body. For this purpose I 
would suggest the powers of imposition of the 
following taxes: — 

(a) Taxes on the sale and consumption of electri¬ 

city. 

(b) Taxes on entertainments including amuse¬ 

ments. 

(ii) assignment of a fixed proportion of the follow¬ 

ing taxes collected by the State Govern¬ 
ment : — 

(a) Sales Tax. 

(b) Land Revenue. 

(iii) fixed grants-in-aid for general purposes. 

Question 200.—To my mind there is some force in 
the contention of multiple taxation, and for this I feel 
there ip need for correlating these taxes. I consider 
that so far as Section 9 of the Income Tax Act is con¬ 
cerned the position should remain unchanged in view 
of the nature of the tax, that is being a tax on income 
and not on the property. But it would be unfair to 
allow to continue tax on immoveable property both by 
the State Government and the local body. It would be 
desirable that the taxes on urban immovable property 
are made the subject of local bodies exclusively. In 
short where such a tax is levied by a local body, the 
State Government should not be allowed to impose the 
same. Since the value of the urban immovable property 
has a close connection with the amenities provided by 
the local it is in the fitness of things if the tax 

thereon forms part of the local fund. 

As for the basis of assessment it would be advisable 
for obvious reasons to have the annual rental value as 
the formal criterion. 

Question 201.—I find myself in comolete agreement 
with the recommendation of the Local Finance Enquiry 
Committee in the matter of basis for assessment. In 
fact it is the rental value which counts and not the 
capital value. In cases, however, of buildings which are 
not usually let out or are in the occupation of the land¬ 
lord, there should be no objection to the assessment 
being on capital value. 

Question 202.—I fullv endorse the views expressed 
by the Local Finance Enquiry Committee in this behalf. 
I would go a little further and suggest that urban im¬ 
movable property tax should be reserved exclusively of 
local bodies, and the State Government should not resort 
to it at all. The State Government can always force the 
local bodies to impose the same under threat of with¬ 
holding grants-in-aid. 


Question 196.—The only remedy is to have separate 
list of taxes for local bodies with full powers of imposi¬ 
tion. There is, however, no objection to prescribing a 
maximum limit. 

Question 197.—In my opinion there should be no 
objection to the fixing of a proportion which the grants- 
in-aid may bear to the tax revenue. But in view of the 
diversified circumstances in which local bodies function, 
I am unable to advocate any proportion between tax 
revenue and non-tax revenue. 

Question 198.—It is not quite untrue that local bodies 
do sometime fail to make use of the tax resources avail¬ 
able to them. But the State Government can not escape 
its responsibility in this behalf altogether, in-as-much 
as the rates of tax have to be approved by it ultimately. 
In principle I agree that a local body shouid first exhaust 
its powers of taxation fullv before entitling itself to a 
grant-in-aid. But as the problem of taxation is inter¬ 
connected with the capacity of tax-payers, the principle 
can not be universally applicable. It may be that the 
powers of taxation are vast but the capacity of the tax¬ 
payers is already full to the brim. In such circums¬ 
tances it would not be possible for the local bodv to 
exhaust its powers of taxation. The State Government 
should, therefore, take into consideration whether the 
local body has exercised its powers of taxation to a 
reasonable extent with due regard to the local condi- 
22 finance/55 


Question 203.—The general principles for adoption in 
regard to the general nropertv tax should be that all 
urban property contribute to the common fund at the 
cost of which only it is able to command a rental value. 
Tn my opinion it is desirable to exempt property below 
a particular level with certain reservations. These 
reservations may be that the owner does not own any 
other property and that the tenement stand as a distinct 
and separate unit and does not form part of a premises 
owned by the same owner. Religious and charitable 
buildings including educational trusts as are not let out 
should be exempted. But such portions there¬ 
of as are let out should not be exempted even though the 
income from rent is intended to be utilised on the main¬ 
tenance of the building. I do not find any justification 
in treating the cooperative housing societ ; es at par with 
charitable buildings. Pro-rata remission should be given 
for the period of vacancies. As far as I know property 
tax is never calculated to hamper the house building 
activity since the amount of tax is usually a very small 
fraction of the actual rent. I would not. therefore, re¬ 
commend exemption as being a factor conducive to en¬ 
couraging house-building. 

Question 204.—I see no objection to the property tax 
being progressive, just on the lines of the Income Tax. 

Question 205.—All local bodies functioning in urban 
areas should be empowered to levy property tax. The 

39 
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powers of taxation should he absolute subject to the 
prescribed maximum. 

Question 206.—Different procedures for different 
categories would be invidious. In my opinion there 
should be a uniform procedure for the assessment and 
collection of the tax. All the Municipal Committees in 
India should have powers to recover arrears of taxes 
by distrain. While Municipal Committees in U. P. and 
other states exercise their powers, the Municipal Com¬ 
mittees in the Punjab do not exercise them. 

Question 207.—I do not consider it desirable to have 
“ Service taxes ” along with property tax. The property 
tax should be intended to cover all taxes in the nature 
of “ service taxes ” and as such the maximum for this 
tax should be prescribed with due regard to this fact. 
There is no objection to prescribing a check over the 
local bodies in fixing the rate of property tax which 
rate should be in comformity with the standard of 
services. 

Since it is proposed to have service taxes covered 
by a general property tax, and as all properties benefit 
by the services, I see no reason why trust properties and 
railway and Government properties be exempted from 
the general property tax. 

Question 208.—Does not concern us. 

Question 209.—The taxes in the nature of Octroi and 
Terminal Tax have been compared and contrasted with 
each other in some detail in the past. Their relative 
merits and demerits have also been discussed on more 
than one occasion. The substitution of Octroi by Ter¬ 
minal Tax in Delhi state is indicative of the fact that 
the Terminal Tax had certain distinct advantages over 
the Octroi which is replaced. In the circumstances it 
would suffice to say that as Terminal Tax— 

(1) can be levied on exports also, 

(2) does not contemplate refunds on gjgrarts, 

(3) is easy to assess being usually levied on weight, 

(4) is levied at much lower rates, 

(5) is leviable on passengers and 

(6) is easy to collect. 

It is relatively better than Octroi. The tax in the 
nature of octroi without refund though in essence a 
variation of terminal tax has the disadvantage of not 
being leviable on exports as well as on passengers. 

The position of terminal tax in Delhi State is that 
the local bodies whose boundaries are conterminus with 
the Delhi Municipal Committee have entered into a pool 
for the collection of the tax. The advantages gained 
by the arrangement are: — 

(1) uniformity of rates of tax. 

(2) free movement of goods within the municipal 

areas of the members of the pool. 

(3) reduction of the cost of collection and 

(4) minimising the chances of evasion. 

(i) So far as Delhi Municipality is concerned terminal 
tax is one of the major sources of its revenues with 
appreciably low cost of collection. No complicity of 
administration stands in its way in view of the joint 
collection arrangements as stated above. The joint 
limits go a long way to minimise the chances of 
evasion. 

(ii) Since the incidence of the tax is indirect it is 
hardly felt by the tax-payer who is ultimately the con¬ 
sumer. The tax being payable at the time of collection 
as barriers have been provided for such collection at all 
suitable points of ingress. 

(iii) the incidence of taxation being rather low which 
too is ultimately passed on to the consumer, the local 
trade, in spite of Delhi being the biggest distributing 
centre in northern India, does not reveal any adverse 
effect. 

Although it is true that both Octroi and Terminal 

, are alike in their nature and incidence, yet each 
of them is distinct from the other having its own merits 
and demerits. In my opinion, therefore, it should not 
be permissible to continue them in face of the funda¬ 
mental difference between the two ; Octroi contemplates 
tax on articles imported for consumption, use or sale, 
while Terminal Tax is a tax on imports or exports of 
goods or passengers for whatever purpose. 


After giving due thought and in the light of the 
above brief review of the position I would vote for Ter¬ 
minal tax as it stands now. The legal and constitu¬ 
tional difficulties are there which have jeopardised ex¬ 
tremely the existing system of terminal taxation. 
Briefly stated they are that vide entry 89 of List 1 of the 
Seventh Schedule to the constitution “ Terminal Taxes 
on goods or passengers, carried by railway, sea or air; 
taxes on railway fares and freight ” can be levied by 
Central Government only. On the other hand entry 
52 of List II of the said schedule authorisis the States 
to levy “ Taxes on the entry of goods into a local area 
for consumption, use or sale therein ”. It would thus be 
observed that the entry in the First list does away 
with the powers of the States to levy any tax in the 
nature of terminal tax on goods or passengers carried by 
railway, sea or air. At the same time the States are 
given powers to impose only a tax in the nature of 
Octroi vide List II. But strangely enough a tax in the 
nature of terminal tax can be levied by the States on 
“ goods and passengers carried by road or on inland 
waterways ” as per entry 56 of List II. 

This state of affairs can hardly be called satisfactory 
as it is likely to be leading to consequences of a far 
reaching nature in case there be less co-ordination, 
though quite inadvertently, between the State and the 
Central Government. For instance if the Central 
Government does not impose a tax on the goods carried 
by railway, sea or air, while the State Government levies 
a tax on goods carried by road or on inland water-way, 
a s.tate of unhealthy competition would arise. This may 
also happen in the case of the rates of taxes being dif¬ 
ferent. Then there is a danger of multiplicity of taxation. 
This is because it has not where been provided that the 
State Government would have no right to tax the goods 
brought in for consumption, use or sale in case terminal 
tax has already been levied thereon by the Central 
Government. In short, there is no bar to the two taxes of 
similar nature being levied on the same goods one by the 
Central Government and the other by the State Govern¬ 
ment simultaneously. In view of the above I am definite¬ 
ly of opinion that taxes (other than custom duty) on the 
import or export of goods should be within the cognizance 
of Local Bodies either directly or through the State 
Governments, and not of the Central Government.. It is. 
therefore, recommendd as has also been suggested 
earlier in reply to other questions, that entry 89 of List 
I should be deleted and suitable provision be made in 
List II. 

Question 210.—I do not regard either Terminal tax or 
Octroi as unsuitable forms of local taxation though my 
preference out of the two is terminal tax. I would not, 
therefore, recommend their abolition. 

I do not consider it desirable to allow local bodies to 
levy a surcharge on the sales tax. My reason for this 
is that direct taxes are resented more by the tax-payers. 
Apart from this the chances of evasion of Sales Tax are 
more manifest than of Terminal tax or Octroi. 

Question 211.—I am definitely of opinion that the 
existing structure of Terminal tax or Octroi needs modifi¬ 
cations. The lack of powers with local bodies to bring 
about a change in the rates leads to the incidence of tax 
becoming unfair. The maundage rate of taxation very 
often becomes highly in commensurate with the market 
fluctuations in the price of a particular commodity. 
Thus the rate of tax does not continue to bear the same 
proportion to the market price always. For instance in 
Delhi Betel-nuts are chargeable at 0-1-0 per maund. 
This rate was fixed when the price of the commodity 
was only Rs. 25 per.maund. The incidence of taxation 
was. therefore, only 25 per cent. The present price of 
the commodity is Rs. 160 per maund, while the rate of 
tax is the same, bringing down the incidence to about 
•04 per cent. 

I would, therefore, suggest that an exhaustive sche¬ 
dule on the lines of Railway or Customs Tariff should 
be prepared with due regard to the local conditions. 
Ceiling rates with regard to probable maximum and 
minimum, market fluctuations should be fixed, and the 
fixation of rate be left to the discretion of local bodies. 

Question 212.—As a rule there should be no exemp¬ 
tion for “ bonded warehouses ” as the exemption is likely 
to lead to evasion. Moreover terminal tax being a tax 
on imports and not a tax on articles brought in for con¬ 
sumption. use or sale nor a tax in the nature of Sales 
Tax. it does not affect the principles of this form of 
taxation if the goods are brought in for storage only or 
for a specified period. Nevertheless, if for other more 
potential reasons it be desired to exempt them, the pro¬ 
cedure should be refunds rather than straight way 



Exemption. The refunds should be after suitable deduc¬ 
tion for clerkage. The system of refund would enable 
the local body to look into the question ol exemption 
throughly thereby eliminating the chances of evasion. 

Question 213.—1 am not in favour of Octroi. But if 
it is considered desirable to keep it on the schedule of 
taxes. I would not favour an ad valorem rate. Maund- 
age rate is more desirable. Procedural delays in the 
matter of assessment by weight are practically nil. 

Question 214.—Certainly. In that case the manifests 
would be more reliable and assessment would be 
easier and quicker. The assessments can be made more 
effective by coordination between the local body and 
the Transport Service. There is also room for handing 
over the collection arrangements to the said service on 
some percentage basis. 

Question 215.—I have no suggestions to make but I 
feel that the rate of central taxes such as sales tax, 
excise, and customs should be fixed by the Government 
with due regard to the incidence of the local tax be it 
Octroi, Terminal tax or Town duty. If this aspect is not 
given duo consideration the collective incidence of taxa¬ 
tion is likely to be excessive affecting the local trade 
adversely. 

Question 216.—Earlier in the course of replies to this 
questionnaire, I have remarked that entry No. 56 as it 
now stands needs modification. In my opinion the goods 
and passengers carried by railway, sea, air, road and 
inland waterways should be treated alike for purposes 
of local taxation. It is for one of these reasons that 1 
have recommended transfer of item No. 89 of the Union 
List to that of State List. In case taxes on passengers 
and goods carried by railway, sea or air are allowed to 
remain on Union List and taxes on goods or passengers 
carried by road or inland waterways on the State List, 
there would always be a danger of invidious discrimina¬ 
tion having far reaching effects. For instance if the tax 
an goods carried by railway levied by the Central Gov¬ 
ernment is higher than the one levied by a State through 
a local body on goods carried by road, most of the traffic 
by rail is sure to be diverted to road, and vice versa if 
the position of the two taxes be otherwise. This state 
of affairs would give rise to a competition between the 
Central and the State Government which would be ex- 
tramely undesirable. 

Question 217.—Yes, but not under the caption of 
“ pilgrim tax ” as such a name is more suited to places 
of pilgrimage or of religious sanctity. It may well be 
termed as “ Visitors Tax ”. I think a suitable form of 
taxation on the floating population in the bigger cities 
is not only possible but also practicable. Since road 
transport has now been placed on a sound cooperative 
basis, no difficulties in the matter of collection of such 
a tax can be anticipated. 


Question 218.—In view of the prevailing economic 
conditions taken together with the birth rate which is 
higher particularly in economically backward classes. I 
am unable to recommend a “ poll tax ”. 

Question 219.—(a) No. Motor Vehicles Tax should 
e&fttinue to form part of the revenues of the local body. 

(b) Tolls as form of taxation are quite suitable for 
local bodies, unless the local body be not properly dis¬ 
charging its obligations in the matter of maintenance of 
roads and streets. 

Question 220.—If Profession Tax is really intended 
to form a substantial part of local bodies revenues then 
the limits should be raised as recommended by the Local 
Finance Enquiry Committee. I am not in favour of 
wider adoption of this tax either by local bodies or by 
the State. My reasons are that this form of taxation 
is more or less allied to the Income Tax and similar in 
incidence also, and two taxes of like nature are not 
desirable. Then the assessment of this tax is not free 
from difficulties. 

Question 221.—I do not think entry No. 33 contem¬ 
plates authorisation of a tax in the nature of “theatre 
tax ”. To my mind this entry when read with entry 
No. 62 is meant for exercising a control or for regulat¬ 
ing the dramatic or optical performances. There is 
apparently no justification for having such a tax when 
a tax is already in force under entry 62. 

Question 222.—Betterment tax appears to be a neces¬ 
sity in connection with town improvement. But where 
there are Improvement Trusts the desirability of levy 
of the tax of this nature by such Trusts may be looked 
into. 

Question 223.—I have already made my suggestions 
in this behalf. 

Question 224.—I have remarked earlier that local 
bodies should make fullest use of their tax resources. 

Question 225.—Local bodies should have more 
powers in respect of ensuring collection of taxes. The 
existing system of applying for a warrant of distress to 
the Collector is most inefficient and dilatory. The func¬ 
tions of the Collector to recover taxes by distrain should 
devolve on the local bodies. 

Question 226.—Does not concern me as Delhi is a 
part C State. 

Question 227.—None. 

Question 228.—No. The repercussion of such a move 
would not be healthy. 


ANNKXUBE 1. 

Delhi Municipal Committee. 

Particulars of Municipal Taxation etc., for the years 1948-49 to 1952-53. 

1948-49 1949-50 1950-51 1951-52 1962-58 


A—General information. 

1. Population .... 621,849 521,849 621,849 914,634 973,609 

Rs. a. p. Rs. a. r. Rs. a. r. Rs. a. p. Rs. a. r. 

2. Total income from all sources , 1,12,84,459 0 0 1,38,29,021 0 0 1,46,45,533 0 0 1,64,97,391 0 0 1,84,09,412 0 0 

8. Total inoome from rates and 90,85,221 0 0 1,11,88,794 0 0 1,20,78,799 0 0 1,34,20,113 0 0 1,44,16,679 0 0 

taxes. 

4. Per capita inoidenoe of total 21 10 0 26 8 0 28 1 0 18 1 0 18 14 6 

inoome. 

6. Per capita inoidenoe of income 12 12 3 16 1 6 9 8 2 10 1 7 11 0 4 

from taxes. 


6. Rates at whioh the principal 
taxes are levied. 


(See Annexure 2) 
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ANNEXURE 1—contd. 


1948-49 


1950-51 


1951-52 


1962-53 


Rs. A. P. Rs. A. P. 

B—Detils of Income. 


Rs. A. P. 


Rs. A. P. 


Rs. A. P. 


I.— Tax-Revenue — 


(i) Generalj, property tax 13,87,436 0 0 19,65,894 0 0 27,01,355 0 0 28,91,783 0 0 33,61,452 0 0 

(Tax^on houses and 
lands). 

(ii) Service taxes (Water Rate) 21,76,716 0 0 26,16,348 0 0 24,46,583 0 0 28,22,224 0 0 28,62,399 0 0 

(iii) Local fund oesses . . 

(lv) Terminal Tax . . 51,01,658 0 0 68,82,737 0 0 61,48,401 0 0 -48,97,589 0 0 72,87,124 0 0 

(v) Toll* .... 24,570 0 0 19,352 0 0 17,562 0 0 16,469 0 0 14,027 0 0 

(vi) Taxes on goods and pas- Tax on goods oarried by rail, road or inland waterway is included in item (iv) above. 

sengers oarried by road There is no tax on passengers, 

or inland waterways. 

(vii) Taxes on vehicles,animals 3,73,088 0 0 6,56,342 0 0 6,93,758 0 0 7,60,456 0 0 8,55,398 0 0 

and boats. 

(viii) Profession tax . . .. 

(ix) Theatre tax ... 

(x) Pilgrim tax ... 

(xi) Town Improvement and .. 

betterment taxes. 

(xii) Building application tax . 21,753 0 0 48,121 0 0 36,140 0 0 32,592 0 0 36,279 0 0 

Total . 90,86,221 0 0 1,11,88,794 0 0 1,20,78,799 0 0 1,34,20,113 0 0 1,44,16,679 0 0 


II.— Non-Tax Revenue— 

(a) Grant from Government— 

(i) for roads and buildings . 

(ii) for education 


98,489 0 0 1,56,149 0 0 2,71,015 0 0 3,75,860 0 0 5,81,316 0 0 


(iii) for medical and publio 1,42,989 0 0 45,832 0 0 44,214 0 0 48,611 0 0 49,678 0 0 

health purposes. 


(iv) for other purposes 
(b) Fees, Fines, etc. 

(e) Miscellaneous . 


31,183 0 0 32,134 0 0 42,167 0 0 47,633 0 0 61,459 0 0 

6,61,385 0 0 13,02,177 0 0 12,60,525 0 0 14,02,849 0 0 13,62,856 0 0 

12,15,212 0 0 11,03,935 0 0 9,48,813 0 0 12,02,335 0 0 19,37,424 0 0 


GRAND TOTAL . 1,12,84,459 0 0 1,38,29,021 0 0 1,46,45,533 0 0 1,64,97,391 0 0 1,84,09,412 0 0 


C—Details of Expenditure. 


(i) Administration . . 

9,95,656 

0 

0 

12,90,769 

(ii) Services (Water Supply 
drainage, conservancy 
and lighting). 

53,10,742 

0 

0 

83,41,075 

(iii) Medical and publio health 

8,19,965 

0 

0 

10,58,822 

(iv) Roads and buildings 

18,89,993 

0 

0 

13,61,302 

(v) Miscellaneous 

12,16,671 

0 

0 

15,86,746 

(vi) Education . 

14,70,721 

0 

0 

18,23,427 


0 

0 

13,53,586 

0 

0 

15,96,114 

0 

0 

16,19,763 

0 

0 

0 

0 

65,44,754 

0 

0 

68,85,836 

0 

0 

84,00,373 

0 

0 

0 

0 

10,60,192 

0 

0 

11,57,497 

0 

0 

13,28,263 

0 

0 

0 

0 

18,78,167 

0 

0 

25,91,381 

0 

0 

40,68,994 

0 

0 

0 

0 

16,28,998 

0 

0 

18,59,135 

0 

0 

20,91,607 

0 

0 

0 

0 

25,98,381 

0 

0 

29,45,764 

0 

0 

30,68,247 

0 

0 
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ANNEXURE 2. 


Description of tax 


Bate of tax 


1. House Tax ........ 10 per cent, per annum of the annual value. 

2. Tax on vacant lands.(1) -/8/- per running fdot per annum in frontage of suoh land along a Main 

bazar road, street or lane, plus 

2. -/4/- per running foot per annum for any side or sides of suoh land along 
any road bazar, street or lane. 

3. Terminal Tax. ....... As per printed copy of schedule of rates attached. 


4. Toll Tax on vehicle— 

(а) Two wheeled vehicles excepting Kharkharies ....... 1 anna. per diem. 

(б) Kharkharies ............. 2 annas. „ 

(c) Pour wheeled vehicles ... . 2 annas. ,, 

5. Tax on Push Bicycle.Rs. 2 per oycle per annum- 


6. Wheel Tax (only on oarts which do not ply for hire)— 

(i) Chhakras, carts and thelas drawn by animals which have— 

(а) No tyre lees than 3J' in width .... 

(б) Any tyre less than 3|' but not less than 2' in width 
(c) Any tyre less than 2' in width .... 


Per wheel 
per mensem 
Rs. A. P. 

0 4 0 

0 6 0 

10 0 


If any wheel is less than 2 ft. 6 inches in diameter, an additional rate of annas six 
per cart shall be imposed. 

(ii) Carts drawn by men— 

(а) All tyres 3f' and more in width . . . . . • . . • . .020 

(б) All tyres less than 3J' and not less than 2' in width .•.0 3 0 

(c) any tyre less than 2' in width plus anna one per cart per mensem for wheels less than 2 ft. 0 4 0 
6 inohes in diameter. 

(iii) On all other vehicles the rate shall be annas four per wheel per mensem License! hackney carriages, 

thelas and carts licensed to ply for hire carriages standing for sale at regular dealers premises 
and all thelas and carts which do not ply for hire but are used for bonafide agricultural 
purposes only, are exempted from this tax. 

7. Tax on Milch Cattle — 


Buffalo 


Rs. 

6 per mensem 
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VINDHYA PRADESH 


Replies of the Gram Panchayat, Nagod, to the Supplementary Questionnaire of tNE 

Taxation Enquiry Commission. 

MEMORANDUM A. 


General Note on the Finances (including the Taxation 
Aspect) of Gram Panchayat, Nagod (V.P.). 

This Gram Panchayat was established two years 
back on the 1st October, 1951 under Vindhya Pradesh 
Gram Panchayat Ordinance 1949 to stimulate the sense 
of good citizen-ship among the masses and to raise their 
standard of living as well as to provide all possible 
amenities to the village folk in view of the recent 
village reconstruction programmes of Government. 

The body of the Panchayat consists of Surpanch, 
Up-Surpanch and other 15 members elected out of the 
mass. The Panchayat has also two seats for the back¬ 
ward classes out of the above 15 members. 

In addition to this Gram Panchayat has two clerks, 
one secretary and one peon for the maintenance of the 
office. The Panchayat does not have its own building 
but for the present its office has been housed in the 
premises of the local kachehari. 

1. The Government of Vindhya Pradesh assisted the 
Gram Panchayat by giving the following Grants-in-aid 
for its development programmes as well as to meet out 
the administrative charges: — 

Total Grants Amount. 

Rs. as. p. 

1. In the year 1951-52 Received 3,528 5 3 

2. In the year 1952-53 do. 8,000 0 0 

3. In the year 1953-54 do. 2,000 0 0 


2. Tax Revenue. 

Under section 37(1) (d) (e) of G. P. R. Gram 
Panchayat has imposed the following taxes for increas¬ 
ing its revenue: — 

1. House Tax. 

2. Trade Tax. 

3. Tax under rule 221, i.e., on Cycle and Thela, etc. 

4. Baithiki. 

Total income from these sources were as follows:— 

Rs. as. p. 

(i) In the year 1951-52 973 10 0 

(ii) In the year 1952-53 3,259 10 9 

3. Non-Tax Revenue. 

Other income from the different sources are as 
follows: — 

Rs. as. p. 

1. From Cattle pound 194 5 0 


2 Misc. Taxes (sale of lands) 


621 11 6 


It will now be clear that the Tax revenue derived 
from different sources is not very satisfactory. The 
Gram Panchayat incurred the following expenses during 
the year 1952-53, to the extent of Rs. 12,917-6-0 in 
different heads. The Panchayat had to seek Grants-in-aid 
to the extent of Rs. 8,000 during the year under refer¬ 
ence. The enclosed financial statement will show the 
details. 


Budget Estimate. 

Expenditure jor the year 1952-53. 
Gram Panchayat, Nagod ( V.P .). 


Heads and items 


Actual 
of the 
past year 


Estimate 
of past 
year 


Aotual 
for first 
month 


Revised 

estimate 

of 

ourrent 

year 


Budget 

estimate 


I.—General Administration and Collection, 

275 15 

0 

944 

0 

0 

102 0 

0 

• • 

3,320 

0 

0 

(1) Office. 

•• 


•• 



• • 


• • 

•• 



(2) Office establishments 

132 15 

0 

510 

0 

0 

60 0 

0 


1,680 

0 

0 

(3) Contingencies. 

142 15 

0 

434 

0 

0 

42 0 

0 

• • 

840 

0 

0 

(4) Payments for Audit 

•• 


•• 



•• 


• • 

•• 



(5) Collection Charges .... 

•• 


•• 



•• 


• • 

•• 



(6) Establishment 



•• 



•• 


• • 

•• 



(7) Miscellaneous. 

•• 


•• 



•• 



•• 



II.—Conservancy. 

707 8 

0 

2,207 

0 

0 

239 14 

0 

• • 

3,685 

0 

0 

(1) Mistri and soavangers, etc. 

550 0 

0 

1,392 

0 

0 

192 14 

0 

• • 

2,400 

0 

0 

(2) Tokani and dusters .... 

.. 


60 

0 

0 

.. 


• • 

60 

0 

0 

(3) Fudder for buffalow .... 

135 0 

0 

450 

0 

0 

45 0 

0 


550 

0 

0 

(4) Accessories. 

• • 


70 

0 

0 

• • 


• • 

100 

0 

0 

(6) Repairs of Municipal cart 

• • 


100 

0 

0 

• • 



100 

0 

0 

(6) Finyal . 

•• 


25 

0 

0 

•• 


•• 

50 

0 

0 

(7) Cleaning of wells .... 

22 8 

0 

nl 



-■ 



100 

0 

0 

(8) Putash ...... 

•• 


10 

0 

0 

- 


•• 

25 

0 

O' 

(9) New Municipal cart 

. • 


• • 



«• 


. • 

200 

0 

O' 
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Budget Estimate—contd. 
Expenditure for the year 1952-53 — contd. 
Gram Panchayat, Nagod, ( V.P .). 


Heads of item 


Aotual 
of the 
past year 

Estimate 

of 

past year 

Actual 
for first 
month 

Revised 

estimate 

of 

ourrent 

year 


Budget 

estimates 

1 


2 

3 

4 

5 


6 



Rs. AS. P. 

Rs. AS. P. 

Rs. AS. P. 

Rs. AS. P. 


Rs. as. r. 

III.—Miscellaneous . 

• 

1,089 0 0 

k 2,112 0 0 

346 7 0 



4,327 0 0 

, , Stationery 

• 

130 0 0 

30 0 0 

16 4 0 



100 0 0 

(2) Furniture 

• 

. 

20 0 0 

•• 



50 0 0 

(3) Registers and Forms 

• 

. 

60 0 0 

•• 



60 0 0 

(4) Liveries . 

• 

. 

60 0 0 

•• 

• • 


60 0 0 

(5) Postage stamps 

• 

11 0 0 

20 0 0 

2 0 0 



25 0 0 

(6) Advertisement 

• 

. 

6 0 0 




10 0 0 

(7) Contingencies . 

• 

948 0 0 

2,016 0 0 

328 3 0 



4,032 0 0 

IV.—Ordinary IJebt , 

. , 

• . • 

, . 

. . 



.. 

(1) Repayment of loan . 

• 

. 

.. 




•• 

(2) Deposit money 

(3) Advanoes 

• 

■ •• 4 . 


•• 





Total 

• .. 

- 




11,332 0 0 


Balance 

. 

— 

•• 

•• 



683 11 6 

GRAND TOTAL 

. 

.. 

•• 



11,915 11 6 

Budget Estimate for the year 1952-53 (Income). 

I.—Taxes 

. 

784 14 0 

1,000 0 0 

260 0 0 

2,200 0 

0 

2,200 0 0 

(1) On rent 

. 

275 12 0 

' 100 0 0 

106 0 0 

500 0 

0 

500 0 0 

(2) On trade 

• 

. 

• • 

•• 

100 0 

0 

10O 0 0 

(3) Building 

• 

474 2 0 

900 0 0 

154 0 0 

1,500 0 

0 

1,600 0 0 

(4) Miscellaneous 

• 

40 0 0 

•• 


100 0 

0 

100 0 0 

II.—Licenoe and fees 

• 

102 0 0 

78 0 0 


363 0 

0 

377 0 0 

(1) On Ekka (Tonga) . 

• 

• 

3 0 0 


•• 


3 0 0 

(2) Bullock carts 

• 

. 

6 0 0 


•• 


6 0 0 

(3) Thdat . 

• 

3 0 0 

18 0 


3 0 

0 

3 0 0 

(4) Cyoles . 

• 

. 48 0 0 

60 0 0 


100 0 

0 

100 0 0 

(5) Weighmen . 

• 

30 0 0 

•• 


200 0 

0 

200 0 0 

(6) Miscellaneous 

• 

21 0 0 

•• 


50 0 

0 

50 0 0 

III.—On Trades 

• 


100 0 0 


2,400 0 

0 

2,400 0 0 

(1) Traders of Grains . 

• 




100 0 

0 

100 0 0 

(2) Cloth traders 

• 


• • 


100 0 

0 

100 0 0 

(3) Sugar Merchant 

• 


• • 


100 0 

0 

100 0 0 

(4) Bayaee 

• 


• • 


2,000 0 

0 

2,000 0 0 

IV.—Fairs, etc. . 

• 

92 0 0 

• • 


100 0 

0 

100 0 0 

—Miscellaneous 

, . 

, . . 

., 

210 0 0 

1,200 0 

0 

1,200 0 0 

(1) Biries . 

• 




1,000 0 

0 

1,000 0 0 

(2) Miscellaneous 

• 

. 

• • 

210 0 0 

200 0 

0 

200 0 0 
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Budget Estimate f*r the year 1952-53 (Income)—contd. 


Heads of Item 

Actual 
of the 
pa3t year 


Estimate 

of 

past year 

Actual 
for first 
month 

Revised 

estimate 

of 

current 

year 

1 

Budget 

estimate 


1 

2 


3 

4 

5 


6 




Rs. AS. 

p. 

Rs. AS. P. 

Rs. AS. P. 

Rs. AS. 

p. 

Rs. AS. 

p. 


VI.—Income from Nyaya Panchayii " 

51 7 

0 

• • 

.. 

170 0 

0 

350 0 

0 


(1) C.P.C. 

7 9 

0 

• • 

- 

20 0 

0 

50 0 

0 


(2) Criminal cases 

9 8 

0 

• • 


20 0 

0 

50 0 

0 


(3) Revenue proceedings 

7 6 

0 

• • 


30 0 

0 

50 0 

0 


(4) Fines. 

37 0 

0 



100 0 

0 

200 0 

0 


1. Extraordinary Deptt. 



•• 

4,000 0 0 

4,000 0 

0 




(1) Govt. Grants 



•• 

4,000 0 0 

4,000 0 

0 




GRAND TOTAL 

1,030 5 

0 

1,078 0 0 

4,470 0 0 



10,027 0 

0 


Opening Balance .... 

. 






1,288 7 

6 



11,916 11 6 


A. General Information. 

Statement showing the income and expenditure of Gram Panchayat Nagod, Tahsil Nagod, District Satna. 

1. Population .............. 4,884 (as per census 1961) 

1961-62 1952-53 1953-64 

— Rs. as. P. Rs. as. p. Rs. AS. P. 

2. Total income from all sources ........ 4,556 5 3 11,411 13 0 

3. Total income from rates and taxes. 973 10 0 3,259 10 9 

4. Per capita incidence of total income .... Sfcf;. . 0 15 0 2 5 3 

5. Per capita incidence from taxes . , . . . , • i|j> 033 0 10 9 

B. Details of Income. 

1. Tax Revenue— 1951-62 1952-53 

Rs. as. p. Rs. as. p. 

(1) General Property Tax (Tax on House and Land) .... 

(2) Service taxes (Conservancy only) ....... 

(3) Local Fund Ceases .. 

(4) Octroi and terminal taxes ........ 

(5) Tolls (only Bathiki) .. 

(0) Taxes on goods and passengers carried by roads and inland water ways 

(7) Profession and trade taxes (Trade only) (Licence and fees) . 

(8) Theatre tax ........... 

(9) Pilgrim tax ........... 

(10) Town improvement and betterment taxes ..... 


474 2 0 833 6 0 

92 4 0 227 10 0 

•-» • • 

30 0 0 173 4 0 

■41 


(11) pther taxes, cesses and rates— 


(a) Cattle pound .......... .. 194 5 0 

(5) Land rents. 297 5 0 1,345 13 9 

(c) Sale of lands .. 46 11 0 469 12 9 

Total . 973 10 0 3,259 10 9 

2. Non-tax Revenue — 

(a) Grants-in-aid from Government ....... 3,528 5 3 8,000 0 0 


(1) For Roads and Buildings 

(2) For education 

(3) For medical and public health 

(4) For other purposes 


Total . 3,628 5 3 8,000 0 0 

3. Fees and fines, etc. .......... 600 

4. Miscellaneous (Nyay Panchayats) ........ 54 6 0 159 14 9 

_ GRAND TOTAL . • 4,556 5 3 11,411 13 0 
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C. Details of Expendituhe. 







1951-52 

1952-53 

1. 

Admin iAtrltion ....... 

. 

. 

. 

Rs. A3. T. 

1,633 0 0 

RS. AB. P. 
1,503 7 3 

2. 

“ Servioe ” (Water supply. Drainage, Lighting, etc.) . 

• 

• 

• 

• • 

5,814 11 6 

3. 

Medical ........ 

• 

• 

• 

• > 

• « 

4. 

Roads and Buildings ...... 

. • 

. 

• 

, . 

5,699 3 6 


& Miscellaneous. 129 16 

Total . 1,762 6 6 12,917 6 3 


MEMORANDUM B. 

List of individual taxes with which Village Panchayats 
are concerned. 

1. General Property Tax. 

(Qs. 200 to 201) 

A. House-tax. 

Gram Panchayat Nagod was established on 1st 
October 1951. Gram Panchayat Ordinance 1949 em¬ 
powers a Gram Panchayat to levy taxes on General 
Property (on house and land) under section 37(1) (e) 
which reads “ subject to the prescribed Rules and any 
order made by Vindhya Pradesh Government in this 
behalf, a Gram Sabha may impose the following taxes: 
* * • * 

(e) A Tax on building owned by persons who do 
not pay any of the aforesaid taxes not exceeding such 
rates as may be prescribed ”. 

Mode of Assessment. —Gram Panchayat Rules 
4o. 224(1) says, “ When a tax under section 37(1) has 
Teen imposed, the Panchayat shall, as soon as possible 
liter the commencement of each calendar year, prepare 
3 list of the Assessee (in Form 14) and of the owners 
}r occupiers of houses, buildings or lands within the 
jurisdiction and shall proceed to impose the assessment. 
Rates of taxes on houses and buildings shall not exceed 
5 per cent, of their annual rental value. 

Exemptions. —Persons, who from poverty are un¬ 
able to pay a tax, shall be exempted from assessment. 

Procedure. —“ The assessment shall be publicly 
ounced In the area of the sabha and the assessment 
shall be shown to any person affected by it free of 
charge who desires to see it and shall also be hung 
up at the office of the Panchayat. 

Other modes have been described in the same rule 
No v '224 sub-clauses (2), (3), (4), (5) and in Rules No. 226, 
(16(2)), 225, 227 (10(2)) and from 228 to 233, 234 (which 
may kindly be perused). 

Prior to this Nagod state used to levy such taxes the 
rate of which was nominal say from As. 6 per annum 
per house according to the Hasiyat of the Tax payer. 
The highest in individual case was Rs. 50 only. The 
total income from this tax at that time was Rs. 200. 

From time to time this tax was increased in rates 
with the result that just before the fromation of the 
Gram Panchayat an approximate income was about 
1,200 per annum. Gram Panchayat, Nagod adopted the 
same tax with slide enhanced rate of Rs, 3-2-0 per' cent, 
per annum on the rental value of the house as the 
result of which the budgeted income will be 4,000 per 
annum. But in view of the large arrears of Rs. 3,940 
as house tax could not materialised the same enhance 
rate until the dues are fully realised. Steps have been 
taken in accordance with the section 228 of the rules 
with the result that Rs. 2,380-14-0 has been realised and 
the rest will be realised very soon. 

The Trends in income is chiefly due to the enhance 
rates of levy which worked successfully since the burden 
of this tax relatively falls on the rich and must stay 
The administrative charges are much lower specially 
in our Panchayat. 

Question 200. —Yes. We agree with the view 
that there is a need of correlating these different 
taxes into a more rational system. We would like to 
suggest that an uniform basis of valuation (rental 
value only) will be adopted. Since such valuation is 
more easy and certain, so far Gram Panchayats are 
concerned. 

Question 201. —The annual Rental value for calculat¬ 
ing the assessment by Local Bodies on General property 
Tax and also by the States on property Taxes will be 
more suitable than capital valuation in all respects. 
The system of adopting capital valuation by certain 
municipalities having no complaints at present, in our 
view should as far as possible be stopped forthwith since 
there is a danger of losses for the unearned income. 

2? nNANCE/55 • 


Question 202.—Yes. We are in opinion that the 
Government should levy an urban immovable Property 
Tax where a municipality fails to do so inspite of 
statutory obligation to do so or where the Municipality 
shows its unwillingness to enhance the rate to the 
extent the Government is prepared to reduce. We 
quite agree on the point as recommended by the Local 
Finance Enquiry Committee. We consider it a suitable 
form of Taxation by the State Government. In regards 
with the rate of levy we would like to recommend that 
the rate of levy should not be too heavy or low but 
there must be graduation and the richer should be 
made to pay proportionately at the high rate. I would 
like to suggest the following modifications: — 

1. All houses below an annual rental value of 

Rs. 200 per annum should be exempted from 
house tax. 

2. But a “ betterment fee ” should be levied from 

all houses in areas where the valuation of 
houses has increased due to substantial outlay 
by the Municipality on public works such as 
new roads, park or other similar improvements. 

Working models for such fees will be found 
in serveral municipalities, notably the Calcutta 
Corporation. 

3. We can also levy tax on the sale of land or 

houses situated within the Municipality or a 
Gram Panchayats. 

Question 203.—For the general property tax, the 
Gram Panchayats will be considered the appropriate 
authority. .Here too, below the annual rental value of 
Rs. 100 per annum the property should not be taxed. 
Mode of assessment will be in accordance to the system 
permitted by the Gram Panchayats Rule No. 224 to 234. 

2. No assessments shall be imposed on the property 
of the educational Trust and charitable institutions. 
And also on the Cooperative housing societies in order 
to encourage housing societies for the future better¬ 
ment of the town or the village. 

3. Owner occupiers’ Case. —In this case it may be 
recommended that owners of the house should be made 
to pay taxes if the same are not used for residential pur¬ 
poses. In case houses are used for residential purposes 
the occupiers will be liable to be taxed, or as the 
Panchayat may think fit. 

4. New buildings will be exempted for purpose of 
Taxation for two years only since the date of comple¬ 
tion to encourage construction of new buildings. Five 
years will be high times so far Gram Panchayats are 
concerned. 

Question 204.—Yes. Property Taxes should be pro¬ 
gressive since the burden of the Tax falls on relatively 
rich, and also for the reason of financial solvancy of 
the Gram Panchayats. Its regressing nature can be 
solved by imposing “ betterment fee ”. 

Question 205.—Gram Panchayats, Municipalities, 
District Boards and Corporations are empowered for 
levy Property tax. 

A. The extent of powers will be in our opinion as 
follows: — 

1. Gram Panchayats and District Boards shall not 

impose taxes more than 5 per cent, of the rental 
annual value. 

2. Municipalities at the following rates: — 

(1) Below a rental value of Rs. 300 per annum 

at the rate of 5 per cent. 

(2) Up to Rs. 500 at the rate of 7 per cent. 

(3) Up to 1,000 per annum at the rate of 10 per 

cent. 

(4) and above 1,0QQ at the rate of 15 per cent. 

40 
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Parti n “out line” for presentation of facts and of original and development of the tax. The data as far 

views oft each of the individual tax nafattooed above in as possible regarding accounts for the year 1953-54 is 

Part I of Memorandum ' A Section (a).‘ A torjef account given below. 


'Statement 1953-54, 'Gram Sabha Malahra, Chhatarpur, V. P. 


Name aatf Itetna 


Actual 

of 

past year 


Extimate 

of 

past year 


Actual of 
First month 
1953-54 


Revised 

Estimate 

of 

current 

year 


Budget 

estimate 


Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. Ra. a. p. 

1. Government Grant ... . . 6,500 0 0 6,050 0 0 

(a) For Establishment ... 

( b ) Development .... \ 

2. Taxes— 

(а) On trade ..... 8,181 0 0 .. 2,978 3 0 

(б) On building . . . . 18 0 0 .. 466 0 0 

Other receipts .... 26 6 6 

3. From Government under ordinance recur¬ 

ring and non-recurring. 

4. Receipt from Niyai Panchayat— 


(а) Civil suits 

(б) Criminal case 
Miscellaneous 

5 Fair and Markets . 
6. Opening Balance , 
Subscription . 



Expenditure, 


1. General Administration Establishment 

2. Library and Reading 

3. Medicine ..... 

4. Publio Works .... 

(1) Construction of Building . 

(2) Repairs of Road 

5. Public Healh .... 

6. Niyai Panchayat— 

(1) Establishment 

(2) Miscellaneous 

7. Miscellaneous .... 

(1) Agriculture .... 

(2) Commerce .... 

(3) Industry .... 


Aotual for 1952-53 Aotual for 1953-54 

Rs. A. p. Rs. a. p. 

7,190 12 6 2,672 6 3 

18 0 0 83 8 6 

5,737 6 9 

20 0 0 


384 11 3 572 2 6 



Total 


7,613 7 9 


8,965 7 


















the same basis as the general property tax. They 
should be levied in such a rate so that the ocpepditure 
incurred in this connection may be collected from the 

tax. 

Qaestioa 298.—No suggestions and comments can be 
given in (Sis question. In our opinion local fund cess 
is satisfactory in its operation. 

Qae stio a Z09 .—No comments may be given to this 

question. ~ 

* 

'Question 210.—We agree with the view that both 
Octroi and terminal taxes are unsuitable as forms of 
local taxation and should therefore be abolished. We 
consider the suggestion that local bodies should be 
allowed to levy a surcharges on sales tax feasible and 
desirable. 

Questions 211 & 212.—No suggestions for these' 
questions. 

Question 213.—The basis of assessment for Octroi 
should be by weight, etc. Procedural delays and diffi¬ 
culties can be removed by proper arrangement and 
control over the employees. 

Question 214.—An extension of the nationalisation 
of motor transport make it possible to adopt a simpler 
and more effectual system of terminal taxes on goods, 
transported by road. 

* 

" Question 215.—No suggestion for better correction of 
octroi or terminal taxes. 

Question 216.—Taxation on goods carried by road in 
only one of the items covered by entry No. 56 of the 
State list. This taxation may be allowed to be utilised 
by local body because only local bodies can properly 
check and properly tax. 


Question 817.—Ws agree with the view that only 
in bigger otttet the taxation on floating population can 
be devised. 

Question 218.—At present poll tax is only 
and feasible as a form of local tax by State. 

Question 219.—No further suggestions. 

Question 220.—We agree with the recommendation 
of the local Finance Enquiry Committee that the limit 
. ( U Rs. 250 placed on " profession tax by the c&istitution 
'should be raised to $s. 1,000. The levy should be com¬ 
pulsory in certain cases over Rs. 1,000 per annum. 

Question 221.—Certain local ^bodies levy a “theatre 
tax ” (on each performance, e g., each cinema show). 
This is in addition to the entertainment duty levied by 
State Government, we agree with this tax on each 
performance. 

Question 222.—Betterment taxes should be imposed 
by Municipalities in connection with town improvement. 

Questions 223, and 224.—No comments. 

Questions 225, 226, and 227.—No further comments, 
suggestions and recommendation are to be given (regard¬ 
ing these questions. 

Question 228.—Provision should be made for 
manual labour being contributed (a) as an additional 
tax or (b) in payment or part payment of an existing 
tax to one or more categories of local bodies or to State 
Government in furtherance of specific local develop¬ 
ment or generally of the development programme of 
the country. In our opinion this is the very sound 
idea. There is every possibility and chaopes. of impli¬ 
cation of the suggestion. The people of the country are- 
poor and they will agree to contribution manual labour 
in development of programme prepared by local bodies. 



